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ECONOMICS IN A UNIFIED WORLD’ 


BY WESLEY C. MITCHELL 


I 


In ITs most confident phase, classical political economy promul- 
gated a vision of a world unified by common economic interests. 
Free trade was to benefit consumers (that is, everybody) by enabling 
them to get goods from whatever source could serve them best; it 
was to benefit producers by assuring them unrestricted access to 
world resources and world markets; it was to bind the nations to- 
gether by interlocking investments far too valuable to be imperiled 
by war. England was leading the way by abolishing her tariffs on im- 
ports, and the other nations would follow as they laggingly learned 
where their true interests lay. This grand procession would culmi- 
nate in “the Parliament of Man, the Federation of the World,” 
which the youthful Tennyson glimpsed over the horizon. 

This vision of world unification through trade was the capstone 
of a structure founded upon the conviction that every man is the 
best judge of his own interests and intent upon following them. 
That being true, governments should leave everyone free to mind 
his own business at home or abroad, so long as he did not infringe 
upon the like freedom of his fellows. The proper economic policy 
was laissez faire. 

Rather paradoxically, this policy advocated by economists as- 
signed them a far narrower place in the world than the interven- 
tionist policies they attacked. As expounders of fundamental prin- 
ciples they were invaluable; and their educational job could not 
be done too thoroughly upon youths and benighted adults. But not 
many men were needed as teachers in schools or as public exhorters. 
In fact, relatively few men made their livings in England as profes- 
sional economists during the century following Malthus’ appoint- 





* Text of an address delivered at the New School for Social Research on November 
17, 1943, at the inauguration of the Institute of World Affairs. 








2 SOCIAL RESEARCH 
ment to the professorship of History and Political Economy in the 
East India college at Haileybury. 

Outside of England, the vision of a world unified by economic 
bonds did not captivate the imaginations of many. In Germany, tra- 
ditions of state control prevailed over classical economics, and the 
government made free use of homebred economists with historical 
leanings, some of them in high places. In France and the United 
States, formal deference was paid to the doctrine of laissez faire in 
domestic affairs, except on those numerous occasions when power- 
ful interests desired to use government as an instrument for attain- 
ing their own ends. But free trade was not acceptable in countries 
that wanted to develop home industries, aid its apostles were popu- 
larly regarded as belonging to the “lunatic fringe.’’ Every man was 
his own economist, and on all economic issues of practical politics 
hundreds of pamphleteers were eager to instruct their fellow citizens 
concerning the dictates of common sense. As in England, a relatively 
small number of professionals made their livings by teaching; but 
what French or American economist was so highly regarded by his 
fellow citizens as were Adam Smith, Malthus, Ricardo, or Mill? 


II 


World War I, and in a larger measure World War II, brought a 
boom in the stock of economics. The reason is simple. War as now 
carried on requires the mobilization of all resources. ‘This mobiliza- 
tion cannot be effected by practicing laissez faire. It must be planned 
by government and enforced by government. The task is enor- 
mously complicated in that a great many factors ordinarily kept in 
adjustment to one another through what we like to call the “‘auto- 
matic mechanism” of the market must now be artfully adjusted to 
one another on the basis of an overall plan for winning victory. The 
government decides how many men are to be drafted into the 
armed forces, what kinds of equipment and how much of each kind 
they shall have, what goods are essential for maintaining civilian 
health and morale, and how scarce supplies shall be allocated. Gov- 
ernment regulates prices and wages; it sets up rationing schemes; it 
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ECONOMICS IN A UNIFIED WORLD 3 


determines that larger fractions of their incomes shall be taken 
away from citizens and business enterprises; it organizes bond sell- 
ing campaigns and urges people to buy its securities. All these ar- 
rangements and many others must be adjusted to one another, and 
frequently readjusted as changing conditions require. ‘This task calls 
for a huge staff of varied skills. There must be military, naval and 
aeronautical experts; engineers, lawyers, businessmen, accountants, 
health authorities, dieticians, public relations counsel, statisticians, 
mathematicians, physicists, chemists, geologists, economists and 
so on. 

Economists get included in this list, not because they know much 
about any of the factors that have to be adjusted to one another, 
but because they know more than others about how all of these fac- 
tors fit together. They deal professionally with such inclusive con- 
cepts as economic organization, national income and its compo- 
nents, with the price system and its relation to currency and bank- 
ing, with standards of living, with the relations between aggregate 
savings and aggregate investments, with taxation, public debts and 
business cycles. Knowledge of the interrelations among economic 
activities is desperately needed by those responsible for planning 
and operating mobilization for war. If those in high places do not 
realize this need in advance, experience quickly teaches them. All 
the analytic technique economists possess, ll their factual infor- 
mation, and all their limited ability to forecast the consequences of 
different policies will not suffice to solve the problems put up to 
them—as they are the first to avow. 

The consequence is that economists, who had not been assigned 
a large share in practical affairs when most adjustments were being 
made by dealings among individuals, are taken into public service 
in droves during wars. The demand for them, indeed, exceeds the 
supply. Seemingly their work is deemed useful on the whole, for 
the demand appears in all belligerent countries and shows no sign 
of slackening as the struggle continues. 

This review of the place of economics in a peaceful but not unified 
world, and in a world disrupted by war is an impressionistic sketch. 
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To paint a finished picture would require a large canvas and a long 
time. To my eye the sketch, though a drastic simplification, is not a 
distortion, and in that belief I shall develop what seem to me its im- 
plications regarding the future role of economics. 


III 


When the war ends and a world organization is effected for perpetu- 
ating peace, I anticipate that economic organization will assume dif- 
ferent forms among the belligerents, all of whom are now mobiliz- 
ing their resources under governmental direction with varying de- 
grees of thoroughness. Economic organization will change least in 
Russia; her modified form of communism has proved far more effi- 
cient under the strain of war than enemies or friends expected, and 
her political organization will be strengthened by military and dip- 
lomatic victory. The British will return to their wonted style of 
capitalistic organization, though there are indications that their 
businessmen favor a larger use of cartels, and that their labor organi- 
zations will demand more social legislation. If either or both of 
these policies prevail, the government will take a more active part 
in economic affairs than in the 1930’s. About France, Germany, 
other European nations, China and Japan, I shall not hazard a 
guess. 

In this country public opinion will demand a drastic curtailing 
of governmental controls as soon as is safe, if not sooner. It will 
oppose national planning of any sort that interferes seriously with 
free enterprise, even plans aimed at securing full employment. This 
temper will arise less from thoughtful weighing of the relative 
merits of free enterprise and governmental planning than from 
mass irritations at the regimentation we now grudgingly accept as a 
necessary evil, and from the wish to share in the profitable business 
promised by the return of peace. Businessmen who have been help- 
ing to run the war agencies or executing governmental contracts at 
home, workers whose wage rates have been subject to regulation, 
consumers who are tired of rationing and want to spend their money 
as they see fit, taxpayers groaning under heavy burdens, demobil- 
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ized soldiers and sailors glad to escape from strict discipline — all in 
all, a large majority of Americans will clamor for the personal free- 
dom they have been fighting, working and paying to retain. 

Despite the many grave difficulties that peace will encounter, and 
of which I have no time to speak, I think brisk business with rela- 
tively full employment will be in sight for at least a few years. We 
must expect a brief period of disorganization while the armed 
forces are being demobilized, industry is retooling, and financial 
relations are being readjusted. This phase will not last long and will 
not cause widespread hardship; for most families of small means 
will enter it with unusually large reserves of purchasing power. In- 
deed, the chief danger will be an uprush of prices, caused by impa- 
tient bidding for inadequate supplies —a danger that may be un- 
derstood widely enough to insure the maintenance of many price 
controls for some time. The dominant need and desire will be to 
get production of civilian goods going again in full blast as quickly 
as possible. What can be turned out promptly will find eager buyers 
at profitable prices in the domestic market. Presumably some way 
will be found to finance the most desperate needs of our allies, of 
the countries now occupied by our enemies, possibly of these ene- 
mies also. The quantities of both consumers’ and producers’ goods 
needed will be vast in proportion to the devastation the war has 
wreaked and will yet wreak. If we can arrange matters so that those 
who want our products can pay for them, we are assured of tolerably 
full employment for the time being. During this halcyon period we 
shall congratulate ourselves warmly upon the superiority of free en- 
terprise over all other forms of economic organization. 

If my forecast proves substantially correct (which it may not) the 
demand for the services of economists will suffer a great fall. The 
war agencies will be demobilized and no new agencies of similar size 
will be set up by government. Several thousands of people now clas- 
sified as economists on civil service lists and a smaller number in 
the armed forces will have to seek new jobs. Business enterprises 
will take on some of the men released by government; colleges and 
universities will take on more, for their teaching staffs are now de- 
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pleted, and they expect a record influx of students, of whom a larger 
proportion than before the war will want instruction in economics. 
Even the federal government will employ more economists than it 
did in 1940. But in comparison with the demand for economists 
created by war mobilization, the demand of the postwar free-enter- 
prise system will be small — so long as this system works smoothly. 


IV 


There’s the rub. How long will free enterprise yield results satisfac- 
tory to the majority of American voters? So long, I think, as it main- 
tains relatively full employment. That it should be able to do at 
least until the exceptional needs created by war and reconstruction 
have been met, especially if acceptable means of financing foreign 
needs are devised. But what will happen when these emergency 
needs have been met, and demand settles down to the continually 
recurring requirements of a long term of peace? 

If we take experience as our guide, we must expect an indefinite 
alternation of expansions and contractions in business activity, some 
mild, some severe. But is that a disturbing prospect? ‘The American 
economy has been undergoing such fluctuations for more than a 
century. It has survived numerous financial crises and great depres- 
sions. We have had many periods of widespread dissatisfaction with 
our economic system, and have made many changes in its details 
without altering its fundamentals. I do not think the contention 
that crises keep growing more drastic and depressions more severe 
is justified by the evidence. Can we not, then, expect that our rugged 
economy can stand future reverses as well as it has withstood those 
of the past? On the whole, this country has prospered. Our standard 
of living has been higher than that of any other great nation. We 
value freedom of enterprise much as we value political freedom, re- 
ligious freedom, freedom of speech, freedom of the press and free- 
dom of meeting. Shall we be more disposed in the future than we 
have been in the past to surrender freedom of enterprise for some 
system of governmental control because we encounter hard times 


now and then? 
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No one knows the answer to that question, but it does seem clear 
that two recent developments will predispose many among us to 
consider drastic changes in our institutions if they do not yield the 
results we wish. 

First is the impressive increase in production and national income 
we have achieved under governmental direction since the war be- 
gan. Despite the withdrawal of perhaps a fifth or a quarter of our 
most vigorous workers into the armed services and governmental 
agencies, American industry has turned out a volume of goods 
great beyond all precedent. According to the Department of Com- 
merce, the national income has risen more than 50 percent since 
we entered the war. This figure is probably a gross exaggeration, 
but it strikes and inflames the imagination. It seems to support the 
claims that optimistic engineers have long been making about the 
substantial increase in the standard of living that could be achieved 
if industry were managed for public welfare instead of private 
profit. Dramatic stories of the wonderful technological advances now 
being made, stories that are being broadcast daily to millions of 
radio listeners, are raising bright hopes of what peace will bring. 
Freedom from want is enshrined in the Atlantic Charter. Great ex- 
pectations are being encouraged, and disappointment will be keen 
if they are not realized. Many folk now at work will retire from the 
labor market when the war is over, and the standard working week 
may be shortened; but the return of soldiers and sailors will pre- 
vent a marked reduction of the working force and heighten its 
average efficiency. 

When the first postwar depression comes, people will ask more 
insistently than ever before why we cannot manage to distribute 
all the goods our workers can make to consumers who wish they 
could afford them. The combination of vain desires for goods and 
vain desires for jobs will seem even more intolerable than it seemed 
in 1932-33. An economic organization that cannot utilize the re- 
sources at its disposal for making goods that are desperately wanted 
will make millions growl as Carlyle growled long ago about “‘pov- 
erty in the midst of plenty.” Then the irritations of governmental 
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planning and control will be forgotten, and a demand for a more 
efficient form of economic organization may sweep the country. 
There may be confusion in what I have just been saying, but that 
makes it all the more valid as a sketch of the frame of mind into 
which many of our fellow citizens will drift if free enterprise fails 
to maintain tolerably full employment. 

The second recent development that will encourage the impulse 
to experiment with a new order is the extraordinary success of Rus- 
sia in the war. It is confessed that military experts grossly underes- 
timated the ability of the Russians to resist German might; eco- 
nomic experts were as badly mistaken about Russia’s ability to pro- 
duce. Marshal Stalin testifies that lend-lease aid from Great Britain 
and the United States has made an essential marginal contribution 
to the Russian effort; but the bulk of the food, clothing, equipment 
and munitions of the Russian armies has been produced at home. 
The most autocratically controlled economic system in the world 
met the test of war scarcely less well than the American system, and 
that after the most highly industrialized sections of the country had 
been lost in a treacherous attack. 

If, as I surmise, the Russians cling to their communism after the 
termination of the war, and their organization continues to func- 
tion as efficiently as it appears to be functioning now, critics of our 
economic institutions will claim that there is a practically tested 
alternative to “capitalism.” In the past, socialists have had to 
argue for an untried scheme. Before the present war they had to 
admit that Russia was suffering from severe growing pains. In post- 
war years they will argue that if underdeveloped Russia could beat 
Nazi Germany, we, witii a socialized system, could maintain year in 
and year out a standard of living commensurate with our per capita 
ability to produce. In a time of widespread unemployment, idle 
factories and distracted business counsels, such an appeal, whether 
justified or not, will find hosts of sympathetic listeners. 

Thus I anticipate that the unified world of postwar years will see 
the people of its premier industrial nation torn by a wild debate 
about economic organization. Unless economists change their na- 
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tures, which is not likely, they will be found on both sides of the 
controversy, providing neat rationalizations for both contending 
parties, and refutations of both the opposing cases. Perhaps the con- 
fusion will be worse confounded by a third party that will urge a 
fascist form of organization under some name that smells less sour. 
If so, the third party also will produce economic rationalizations. 
and a trainload of promises. 

This is not a pleasant prospect to contemplate in the midst of a 
life and death struggle for free institutions. Of course, the best way 
to avoid it is to make free institutions, including free enterprise, 
serve public welfare more efficiently in the peaceful future than 
they have served it in the peaceful stretches of the past. That is a 
manysided responsibility in which all citizens of all democracies 
have a share. The defense of free enterprise will fall mainly to such 
businessmen, engineers, trade union officials, bankers and econo- 
mists as have not lost faith in its merits. They will try to anticipate 
trouble and prevent its coming. The men of affairs must take action, 
but they can legitimately call upon economists, as specialists in 
overall organization, for help in diagnosing the disorders of the 
body economic and for suggestions about how to keep it functioning 
effectively. 

At present many men of affairs and labor leaders have a keen ap- 
preciation of the difficulties peace will bring, and are thinking hard 
about solutions. They ardently desire the maintenance of free en- 
terprise, and they count confidently upon its restoration, in this 
country at least. But they realize that it will come back on trial — 
not as an immutable institution. Accordingly, they are eager to 
make it produce such results as will give general satisfaction. To that 
end, they are keen to get all the help they can in finding why the 
system has suffered setbacks every few years in the past and in guard- 
ing against their recurrence in the future. This is a wholesome 
frame of mind. But there is grave danger that in the flush of a post- 
war boom many will relapse into complacency, lose their critical 
caution, and unwittingly bring on a collapse. The delusion of the 
1920's that “the business cycle has been ironed out” may recur in 
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the late 1940’s or early 1950's and contribute toward another “Great 


Depression.’ 
If my analysis is sound, economists have a responsible role to play 


in the unified world for which we hope. That world will present a 
wide diversity of economic organizations for them to study. They 
must endeavor in a more realistic fashion than ever before to dem- 
onstrate the results yielded by these various forms. In this country 
tieir mest pressing problem will be to understand and explain 
business cycles. I suggest that they can best order their inquiries 
around the question, “Why have people who organize their eco- 
nomic activities in business enterprises not been able to buy from 
one another continuously all the goods they are able and eager to 
produce?” Whether they can find a useful answer to this question, 
and present it effectively to those who should act upon it, in time to 
prevent a great postwar depression, I do not know. But the fate of 
free enterprise here and abroad will depend in large measure upon 
their success. 


I hold no brief for that form of organization, and no brief for 
any alternative form. The question how men can best collaborate 
with one another to produce and distribute income ought to be 
treated by economists as technological problems are treated by 
engineers. Proud as they may be of their past successes in raising 
man-hour output, engineers are keen to effect further improve- 
ments, and the world applauds their effort. Economists should ap- 
proach their less tangible and more intricate problem in a similar 
spirit, recognizing the past achievements of the traditional system, 
but recognizing also its shortcomings, seeking to understand its 
workings better than we do now, and to improve upon them. 


(Columbia University) 
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THE PUBLIC DEBT IN THE 
FINANCIAL STRUCTURE 


BY ALFRED KAHLER 


A\r presENT our public debt is increasing at the rate of about 5 
billion dollars a month, and it is officially expected to reach 194 
billion dollars by the end of June 1944. Therefore it is not surpris- 
ing that the virtues and the dangers of a public debt should again 
become the subject of debate among economists. What is new to the 
debt discussion is the problem of deficit spending, a technique which 
was being used before the war and which leading economists are 
recommending for after the war if unemployment develops. It is 
against the latter proposal that Harold G. Moulton has issued the 
traditional warning about too great a debt, expressing the view that 
the public debt, rather than being further increased after the war, 
must be reduced, as a precaution against a future emergency.’ 

A full discussion of the public debt would have to include many 
distinctly different problems. This article is chiefly concerned with 
the position of the public debt in the financial structure. Although 
such a description of the capital and financial assets of an economy 
does not directly deal with those problems usually associated with 
the theory of public spending, it may help to persuade economists, 
particularly those who speak in terms of a 2,000 billion dollar’ in- 
stead of a 200 billion debt, to reconsider what the presence of such 
a public debt in the financial structure would mean to the stability 
of a free economy. 

In addition, it may be that the chosen method of approach will 
prove helpful in clarifying certain problems of modern monetary 
policy, an increasing number of which can be understood only in 
relation to the financial and capital structure as a whole. It is real- 


* Harold G. Moulton, The New Philosophy of Public Debt (Washington 1943). 
*“Postwar Public Debt,” Chapter 10 in Postwar Economic Problems, ed. by Seymour 


E. Harris (New York 194). 
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ized, of course, that an exhaustive study along these lines would 
demand much more elaboration and more statistical information 
than are possible in this article. 


I 


The financial structure, one might say, is the bookkeeping system 
of an economy. It has a twofold function: to register the claims 
within the economy; and to facilitate the circulation of commodities 
and services. One of the most characteristic features of modern soci- 
ety, it has grown in direct relation with the growth in indirect own- 
ership, that is, ownership through money claims. 

A systematic outline of our financial system may best begin with a 
description of our real capital as it is confronted with claims of indi- 
viduals — claims through which, in an economic sense, that wealth 
is owned. Table 1 contains such a summary, as of the end of 1936. It 
should be looked upon, however, as a theoretical illustration rather 
than a precise statement. On the left side of the table is shown the 
real capital of the country, or the national wealth, estimated at 307 
billion dollars; * for simplification this figure includes public as well 
as private property. 

The claims of individuals against these assets are entered on the 
right side. It is estimated that private (net) equity in individually 
owned wealth — represented essentially by residential, farm and 
personal property minus individuals’ mortgage, instalment and per- 
sonal debt — amounts to 119 billion dollars. Individual equity in 
corporations, represented by 80 billion dollars in shares,‘ is — after 
equity in personally owned values — closest to direct ownership, and 
as such it does not involve any “‘economic” ownership through mon- 
ey claims which is of importance to the stability of the economy. All 
other items, except the last, are claims to currency, differing with 
respect to debtor and length of time for which they are to run. De- 
* National Industrial Conference Board, Studies in Enterprise and Social Progress 
(New York 1939) p. 60. 

* This figure represents 60 percent of the book value of capital stock of all corpora- 


tions, plus net surplus; the remaining 40 percent is to be accounted for by intercorpora- 
tion holdings of shares. 
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TaBLE 1 — ESTIMATED CAPITAL ASSETS AND CLAIMS OF INDIVIDUALS 
IN THE UNITED STATES, YEAR-END 1936 


(in billions of dollars) 








Capital Assets Claims 

Land and buildings, including Net equity in individually 

tax-exempt properties 167.5 owned values 119.0 
Machinery and equipment, includ- Equity in corporations through 

ing public utilities 64.7 shares 80.0 
Inventories, including livestock 27.9 Bonds, public and private 56.0a 
Gold and silver 11.1 Mortgages 6.0a 
Consumers’ personal goods 36.1 Short-term receivables 2.0 


307.0 Net claims against life insurance 18.8 
Claims against building and loan 


associations 4.5a 
Deposit claims against banks (com- 
Public debt in excess of public mercial, savings, postal) 35.5 
capital assets 20.0 Currency 5.2 
TOTAL 327.0 TOTAL 327.0 





a From A. G. Hart, Debts and Recovery, Twentieth Century Fund (New York 1938). 


posits are the most readily convertible item, while bonds may not 
be due in currency for a period of years. 

The last item on the right side is money itself. In earlier times 
there may have been a good deal of difference between currency 
and other types of claims, but the development and expansion of 
bank deposits have resolved these differences considerably. Not 
only can an increasing portion of our wealth be required at any 
time to be paid out in money, but claims to money, in the form of 
demand deposits, have assumed the function of money itself. Cur- 
rency, on the other hand, once a claim to a definite amount of gold | 
payable on demand by a specified institution, has become only the 
right to buy in the market of the particular economic society, with- 
out guarantee of being served by anyone in particular or at any 
guaranteed price. To be sure, currency still holds the privileged po- 
sition of being the only legal tender, and of being therefore the 
most liquid and the most certain claim against the economy. It must 
be emphasized, however, that present-day money, like bonds, is a 
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title of indebtedness, certifying that its holder has granted credit to 
the economy rather than that he has received payment. 

Table 1, of course, does not depict the whole financial structure; 
it merely shows how individuals hold their equity in the economy. 
The total of all existing claims is considerably larger, but only be- 
cause our financial structure includes a great sum in duplicating 
claims. Two types of such additional claims can be distinguished: 
intermediary and “self-liquidating.’”” Bank deposits and claims 
against insurance corporations are the most extensive source of in- 
termediary claims. Banks, especially, do not own the final values 
for their deposit debts; most of their assets are themselves claims 
against other economic units, which may hold the final values. 

Self-liquidating claims are those that neither revert to original 
lenders nor are covered by real capital. Interbank deposits and, more 
obviously, reciprocal interbank deposits are such self-liquidating 
claims and debts. The same type of “paper debt” exists when a bank 
loan is counterbalanced by a demand deposit. In an economic sense 
these credits, of which banks are the main creators, have not come 
into existence; they originate in the business world, where they also 
end. A certain amount of these paper credits is essential to the econ- 
omy, and therefore exists at all times. 

The sum of all money claims — original, intermediary and self- 
liquidating — was in 1936 probably about twice as large as the total 
of 128 billion dollars of original money claims shown in Table 1. 
The Department of Commerce estimates that in 1936 the net debt 
alone was 155 billion dollars,’ a figure which certainly includes, 
however, a considerable number of duplicating debts. On the other 
hand, the Department’s figure for “gross debt,” estimated at 188 
billion dollars, does not include deposits in banks and life insurance 
companies. It goes without saying that figures for gross debt should 
in no sense be interpreted as indicating that debts do or do not 
exceed final assets; such estimates serve only to give an impression 
of the magnitude of our financial structure, and to show how inter- 
locked are our financial obligations. 


°U. S. Department of Commerce, Indebtedness in the United States, 1929-41 (1942). 
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o | Public debts occupy a special place in the financial structure. On 
the whole, private debts are covered by capital assets, but public 
debts may considerably diverge from this rule. The government too, 
J of course, may own earning assets in the usual sense, or may own 
= such assets as schools which, although supported by taxes, can never- 
g theless be regarded as producing assets. Governments, however, can 
borrow also for purely consumptive purposes, or in order to defend 
s the country, and support the increased debt by additional taxes. 
- The capital assets listed in Table 1 include about 25, billion dollars 
S worth of public property, and since the net public debt — federal, 
5 state and local —is estimated at 45 billion dollars, there remains 
an “‘uncovered” public debt of 20 billion dollars; this is entered in 
l the table as a balancing item on the left side. 


The changes the war will write into this tabulation depend chiefly 
on the length of the struggle. It is assumed that the deficit increase 
: will continue at the current rate for another twelve months, when 
) it will have raised the federal gross debt to 235, billion dollars, which 
is about 195 billion dollars over what it was in 1936. 

Obviously these additional 195 billion dollars of government ob- 
ligations must be lodged somewhere in the economy. Although 
individuals may directly acquire only a part of these new obliga- 
tions, their total claims against the economy should increase as much 
as the public debt itself, or at least as the greater part of that debt. 
Claims of individual: will not, for instance, increase in line with 
that part of the public debt that is acquired as compensatory assets 
for capital consumed but not replaced since 1936; and private 
claims do not increase if federal borrowing is financed with funds 
from state and local authorities. Thus it is estimated that claims of 
individuals against the economy will have increased by 175, bil- 
lion dollars by February 1945. Of the remaining 20 billion dollars 
10 billion will probably be held by corporations as compensatory 
assets, and the other 10 billion by state and local authorities. 

The composition of the claims of individuals, which will have 
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risen to 502 billion dollars, will depend to a great extent on the 
form in which the individuals choose to hold the increase in their 
claims. They may expand their holdings in currency, in deposits, 
in government bonds or even in private bonds and stocks. 

Table 2 indicates what individual holdings should approximate 
if past patterns of public borrowing and private buying continue. 
In regard to several items the development can be fairly well fore- 
seen. Net claims against life insurance companies were 18.8 billion 
dollars in 1936, and 27.2 billion dollars in April 1943; they are 
almost sure to reach 31 billion dollars at the beginning of 1945. 
Claims, if such they be, against the government trust funds of the 
old age unemployment insurance system are bound to reach about 
7.0 and 6.5, billion dollars respectively. The estimated 15.5 billion 
dollars of currency in the hands of individuals is certainly a great 


TasBLe 2— ESTIMATED CAPITAL ASSETS AND CLAIMS OF INDIVIDUALS 
IN THE UNITED STATES, FEBRUARY 1945 


(in billions of dollars) 








, : Increase 
Capital Assets Claims ants tiie 
Capital values of 1936 (from Net equity in individually 
Table 1) minus 10 billion owned claims 129.0 10.0 
dollars in unreplaced de- Equity in corporations 
preciztion 297.0 through shares 110.0 30.0 
Increase in public properties 20.0 Bonds, public and private 120.0 64.0 
317.0 Mortgages 6.0 _ 
Short-term receivables 2.0 - 


Net claims against life insurance 31.0 12.2 
Claims against old age and 

government retirement fund 7.0 7.0 
Claims against unemployment 

insurance fund 6.5 6.5 
Claims against building and 

loan associations 4.5 - 


Deposit claims against banks 


Subite Geet fo ae of (commercial, savings, postal) 70.5 35.0 


public capital assets 185.0 Currency 15.5 10.3 
TOTAL 502.0 TOTAL 502.0 175.0 
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amount, yet total money in circulation has already risén from 6.0 
billion dollars in June 1936 to 17.2 billion in June 1943. Noattempt 
is made to estimate the changes in mortgages and short-term receiv- 
ables held by individuals. Net equity in individually owned prop- 
erty is assumed to increase, not because of an increase in those assets 
but because of a reduction in debts of individuals and because of 
some buying of outstanding values from corporations. The esti- 
mated increase of go billion dollars in individual equity in corpora- 
tions represents corporation savings and other corporation reserves 
accumulated since 1936. Since corporations will not have increased 
their real capital, these funds, together with 10 billion dollars of 
unexpended depreciation allowances, should finally be available 
to the corporations, either in government bonds or in bank deposits. 

The increases in individual holdings so far mentioned add up to 
76 billion dollars. Thus an unexplained and undistributed total of 
99 billion dollars remains, which individuals should hold either in 
bonds or in bank deposits. It is assumed that they will add to their 
holdings 4 billion dollars in private bonds, 60 billion in. federal 
government securities and 35, billion in bank deposits. At present 
the last two estimates seem high, but they should materialize if the 
government debt reaches 235, billion dollars.° 

The development of the physical capital assets can be only loosely 
estimated. Between 1936 and 1941 our capital assets increased by 
about 25, billion dollars. Since then further additions to our public 
properties have been made, in the form of war plants and so forth, 
but in the process it has been necessary to draw upon our private 
capital. It may be assumed that at the beginning of 1945 real capital 
of corporations, exclusive of war properties and inventories, will 
be 10 billion dollars below what it was in 1936," while public prop- 


*The Federal Reserve System and the Securities and Exchange Commission have 
recently estimated, for August and April 1943, the holdings of demand deposits of 
individuals and of business and corporations, respectively. Their estimates, however, 
vary considerably, and the figures given here lie between them. See Federal Reserve 
Bulletin (October 1943) pp. 932-34- 

"At present this estimate may appear too low, but it should be remembered that 
the termination of war contracts will transfer a considerable amount of assets to the 
government. 
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erties useful for peacetime will have increased by 20 billion dollars. 
Capital assets of individuals are estimated to be what they were in 
1936. Total capital would then amount to 317 billion dollars. Its 
composition may be very much the same as indicated in Table 1, 
except that the stock of gold and silver will have increased consider- 
ably, and public properties will include quite a number of war 
plants and inventories originally geared to war production. 

Thus, since total claims of individuals will be 502 billion dol- 
lars and real capital only 317 billion, 185 billion in claims not cov- 
ered by capital values have been entered as a balancing item on the 
left side of Table 2. 


Ill 


Outstanding in Table 2 is the rapid increase in “private wealth” 
or private financial claims, and the excess of these claims over the 
capital assets of the country. It is possible that the money value of 
the capital assets after the war may be higher than is presumed in 
the table. In this case, however, the equity claims would also be 
higher, leaving the disparity between private and national wealth 
almost unaffected. 

Such unequal growth of money claims and real capital is obvi- 
ously inherent in “deficit spending,” that is to say, in spending that 
is financed by borrowing unaccompanied by a corresponding for- 
mation of new capital. How much new capital has really been 
formed during this war is of course open to question. It depends on 
the peacetime value of the government-owned war plants, battle- 
ships, merchant ships, airplanes, tanks, and so forth. In Table 2 an 
increase of 20 billion dollars in these values is estimated. Although 
other estimates might reach somewhat different values, they could 
hardly lead to any substantial change in the discrepancy between 
financial claims and capital assets. War borrowing has swelled pri- 
vate financial claims the world over, while national wealth has re- 
mained almost unchanged, as in this country, or has even declined 
considerably, as in most of the European countries. 

Since individuals estimate their wealth by their claims, deficit 
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spending obviously makes the national wealth appear greater than 
it actually is. As Sir William Blackstone astutely commented in 
1771: “By this means the quantity of property in the kingdom is 
greatly increased in idea, compared with former times; yet, if we 
coolly consider it, not at all increased in reality. We may boast of 
large fortunes, and quantities of money in the funds. But where 
does this money exist? It exists only in name, in paper, in public 
faith, in parliamentary security: and that is undoubtedly sufficient 
for the creditors of the public to rely on. But then what is the pledge, 
which the public faith has pawned for the securities of these debts? 
The land, the trade, and the personal industry of the subject; from 
which the money must arise that supplies the several taxes . . . and 
of course the land, the trade, and the personal industry of individ- 
uals, are diminished and their true value just so much as they are 


78 


pledged to answer. 

In principle this seems to be indisputable. Government debts 
which do not add to the productive facilities of the country do not — 
for that very reason — add to the wealth of the country, and, as far 
as they are serviced by the available factors of production, must de- 
tract from the real value of the latter. On the other hand, the public 
debt is not a net deduction from the national wealth, since the debt 
itself acquires the value which it detracts from the other factors of 
production. This is greatly stressed in present-day discussion, in the 
argument that the public debt is not a burden to the nation as a 
whole. 

Although this argument is correct as far as it goes, it is necessary 
to emphasize also what is not implied in this theory. First, it is 
obvious that any group that does not profit during the formation of 
the public debt will be on the losing side, and, since the national 
economy is not a one-family economy, may therefore see in deficit 
spending a threat to its wealth. More important, this theory does 
not imply that deficit spending itself might not be a burden to the 


* Quoted from John Ramsay McCulloch, A Select Collection of Scarce and Valuable 
Tracts and Other Publications on the National Debt and the Sinking Fund (London 


1857) pp- 296-97. 
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country as a whole. War costs are obviously a burden and an ex- 
pense to the nation, regardless of whether they are paid out of cur- 
rent income or out of capital.’ If bonds are nevertheless floated the 
nation will find itself in a position similar to that of an individual 
who lends his capital and later has to pay the interest on it himself. 
Obviously he has either lost his capital, which he thought was in- 
vested, or is continuously losing his interest. 

In public borrowing this is never fully admitted. The lender re- 
ceives a bond or a corresponding money asset. The interest service 
is collected in taxes from the nation as a whole, not from bondhold- 
ers in particular. But even if a bondholder had to pay his own inter- 
est, he would still have the right to make purchases with his prin- 
cipal, that is to say, with the full amount of money he lent originally. 
Financially, the principal remains in the economy, whereas from 
the economic point of view the principal has been consumed. 

The question arises how stable an economy can be with such an 
inflated financial structure. In the past the discussion of the public 
debt was mainly concerned with the problem of raising sufficient 
revenues to meet the interest payments. Economic writers have 
warned again and again that a rising public debt necessitates either 
a forced lowering of the interest rate or taxes on public bonds. To- 
day the interest rate is forced below the “market rate’”’ by manipu- 
lation of the money supply, by price fixing and rationing; and the 
“funds” are also taxed. This, together with the expanded tax au- 
thority, certainly makes the interest problem less crucial. A public 
debt of 235, billion dollars after this war will require annual interest 
payments of 6 to 7 billion dollars. Raising that much money for 
interest payments alone will be inconvenient and will be, for many 
years to come, a constant reminder of the present war. Yet the sum 
should hardly be large enough to become a major political problem. 

If the principal of the debt were not spendable and were in one 


* In times of depression, it is true, deficit spending presumably utilizes means of pro- 
duction which would otherwise be unemployed, and therefore it may be assumed, in 
such periods, not to involve any costs or burden to the nation as a whole. The principles 
implied, however, can be reasonably justified only for a short-term emergency policy, 
and should certainly not enter into the calculations of a permanent economic policy. 
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way or another “‘frozen” in the economy, a public debt would indeed 
not add to the problems of balancing the economy, except for the ad- 
ditional taxes needed to meet the interest payments. Actually, how- 
ever, the present increase in the public debt is anything but a mere 
addition of 195 billion dollars of inactive annuities to the finan- 
cial structure. Table 2 showed how the claims of individuals are 
likely to be affected by this increase in the public debt. Currency and 
deposit holdings will have swelled considerably, and these are defi- 
nitely spendable assets. The increase of equity in corporations may 
appear least disturbing, but in reality this amount represents for 
the most part an increase in the money assets of corporations; and 
since the debt of corporations will not have increased, corporations 
too will hold net money assets that can be spent. ‘The development 
of all money and deposit holdings in the economy, from June 1915 
to the estimates for February 1945, may be seen in Table 3. By 
February 1945 currency and demand deposits combined will have 
increased by about 74 billion dollars over their 1936 levels, a figure 
that shows to what degree the principal of the accumulated debt can 
become an active item at any moment. 


TABLE 3 — DEPOSITS, LOANS AND INVESTMENTS OF ALL BANKS IN THE 
UNITED STATES, AND TOTAL MONEY IN CIRCULATION, 1915-45 


(in billions of dollars) 














Deposits Investments 
’ Moneyin Loanse’ Fed. Govt. 
b 
mate Fotale Time Demand Circulation Discounts Total Obligations 
June 1915 19.1 9.1 10.0 3.0 15.8 5.8 
June 1920 37.7 16.5 21.2 5.2 30.6 10.8 
June 1929 53.8 28.7 25.2 4.4 41.4 17.3 5.5 
June 1936 51.3 24.0 27.3 6.0 20.8 27.8 17.3 
June 1943c¢ 96.4 30.3 66.0 17.2 22.2 65.6 57.6 
Feb. 1945d 118.0 $2.0 86.0 21.0 24.0 84.0 75.0 





@ Exclusive of interbank deposits but inclusive of government deposits and items 
in process of collection. 

+ Total deposits minus time deposits. 

¢ Estimated on the basis of current statistics. 

@ Estimated by extending current trends in depcsits and government holdings. 








22 SOCIAL RESEARCH 


It may first be asked how these changes in the financial structure 
will affect the stability of the banks. What would happen if a con- 
siderable portion of bank deposits were demanded in cash? If the 
object of such a bank run were merely to convert into cash the claims 
of the public against the economy, the issue of new and more money 
would obviously be the most logical way to meet the demands. At the 
beginning of 1945 banks will probably own about 75 billion dollars 
worth of government bonds, which could be widely exchanged for 
cash from the Federal Reserve banks, thus enabling the banks to pay 
off their deposits. Going one step farther, one could even assume 
that private holders too would want to unload greater amounts of 
their government bonds. Again, if this were only an attempt to ob- 
tain money, these bonds, too, could be allowed to find their way to 
the Federal Reserve banks. 

But in these circumstances the amount of cash in the hands of the 
public would of course reach grotesque proportions, and the ques- 
tion naturally arises as to what the public would eventually do with 
all this money. If the dollar should again be redeemable in gold, gold 
withdrawals exceeding even our large gold holdings could take 
place. Therefore the formidable size of our deposits, plus the 
amount of paper money outstanding, would hardly be compatible 
with the right to wholesale redemption in gold. Actually, redemp- 
tion and financial structure have been developing in opposite direc- 
tions for quite some time, and insistence on redemption in spite of 
expanded bank deposits has prepared tne ground for several finan- 
cial crises in the past. 

If redemption of money is not reintroduced, bank runs could 
easily be handled, assuming of course that the Federal Reserve banks 
are allowed to absorb increasing amounts of government bonds and 
to issue corresponding amounts of money. 

Another question is what effect the inflated financial structure 
would have on the stability of prices. Although an excess of financial 
claims over capital assets does not in itself afford any opportunity 
for inflationary buying, such an increase in claims must be expected 
— because of the organization of our financial system — to be accom- 
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panied by an excessive increase in liquid assets, that is to say, in 
money holdings. By the beginning of 1945 demand deposits plus 
outstanding currency may be as high as 107 billion dollars (Table 
g). This is about three and a half times as much as in 1929, and 
should be sufficient to raise prices and the money value of the na- 
tional income to 360 billion dollars, while actual production, at old 
prices, will hardly be more than 120 billion dollars. 

If a buying wave were to develop there would be even more money 
obtainable for expenditures than this 107 billion dollars. At pres- 
ent private investors, exclusive of banks, hold about 10 billion dol- 
lars worth of government obligations due within one year. They 
may hold a further go billion dollars in savings bonds currently re- 
deemable at stated amounts. Finally, it is likely that many private 
holders of long-term bonds would not refrain from changing such 
bonds into money. If these obligations were offered on the market 
without finding buyers, their prices would fall. Such a fall might not 
be considered a serious disturbance; English bonds, for example, 
fluctuated considerably all through the nineteenth century. But the 
fact remains that the banks are carrying huge amounts of govern- 
ment obligations, and that the pressure for stabilization of bond 
prices will be strong. Government credit itself may require that the 
bonds be maintained at par, particularly when the outstanding debt 
is large. 

Whether or not the country will actually be zonfronted with such 
problems of inflation, resulting from an oversized money supply, 
cannot easily be foretold. Theoretically, a stable economy should 
have no more money than is needed to buy current production. This 
amount, however, has never been a fixed one. It depends not only 
on the volume of trade but also on the amount of idle cash reserves 
held for the sake of convenience. Since these reserves can be reduced 
if special inducements are given, even an economy with a “‘normal” 
money supply may be subject to fluctuations in aggregate buying. 
On the other hand, an economy has not only idle cash reserves but 
also idle inventories, and some additional buying can easily be af- 
forded without great price fluctuations. Only in instances where the 
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money supply has been too large from the beginning, or has in- 
creased concurrently with buying, can marked price rises be ex- 
pected. 

After the war the money supply will undoubtedly be excessive; 
but it has been excessive since 1933 without leading to inflationary 
buying. The amount of money available is obviously but one of 
several factors that control the rate of buying. Normally, consumer 
spending is closely related to current earnings. In the period imme- 
diately following the war the situation may be different, however, 
since consumers have accumulated money claims during the war 
and at the same time have drawn upon the supply of durable com- 
modities. Buying above current earnings must therefore be expected 
after the end of the war. 

The amount of such additional buying should depend on the 
amount of money claims held by individuals, and on its distribution 
among rich and poor. Further, it should depend on whether an in- 
flationary or deflationary development of prices is anticipated, and 
on the form in which the additional claims are held. Cash on hand 
is probably more readily spent than money in the bank, and money 
in the bank more readily than money in bonds. On this premise the 
War Bond campaigns have been built. Yet of all these influences the 
amount of claims held will probably loom largest in determining the 
rate of spending. If the public debt were to increase the money 
claims per family by an average of $40,000 instead of $4,000, one 
would indeed have to anticipate a heavy buying wave at the moment 
rationing ceases. There is a limit beyond which consumers will not 
hold securities, public or any other, while working for and living on 
$1,500 a year. Certainly 235 billion dollars is not the limit beyond 
which additional public securities cannot be absorbed in the Ameri- 
can economy, but this debt will have been accumulated rapidly, and 
at a time when consumer buying was restricted. When peace comes, 
a part of the debt must therefore be expected to enter the market 
in demand for commodities. 

Investment expenditures may become of even greater importance 
than consumer buying after the war. Investment outlays are much 
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more speculative and freakish, and have really been the dynamic 
force in the business fluctuations of the past. In a free economy they 
should be controlled by monetary restrictions and by the interest 
rate. At the end of the war, however, business will hold large cash 
reserves enabling it to finance heavy investment buying independ- 
ent of banks. The calling in of bank loans and discounts can affect 
business comparatively little. Compared with 1915, bank obliga- 
tions will have grown sixfold, by February 1945, whereas loans and 
discounts will have increased by only 50 percent (Table 3). The 
main assets of the banks will be government obligations. These 
could be offered in the market in order to reduce deposits, but, at 
a time when money is in demand, 2 and 2.5 percent bonds would 
probably sell only at a considerable discount. Since banks would be 
the chief losers, such a deflationary policy is not likely to be applied. 
The great volume of government bonds more or less binds the 
economy to an interest rate corresponding to the low rate on bonds, 
and therefore to a continued policy of easy money. 

Of course it is possible to assume that investment buying will 
never again be able to overtake the rate of current savings, and that 
any oversupply of money will always be held in idle cash reserves. 
Were it not for the experiences of the 1930's such an opinion would 
hardly be defensible; during those years idle cash reserves were large 
but investment buying low. But to build a long-term national policy 
on the assumption that the conditions of the go’s will again prevail, 
would really mean to assume a permanent depression. Even if our 
economic activity were raised to prosperity level merely by deficit 
spending, a greatly inflated financial structure would immediately 
become a severe inflationary danger, as developments during 1936- 
37 indicated. 

In addition to the possibility of inflationary buying through the 
consumer and the investor, there is the further problem of inde- 
pendent wage and price increases. If the money holdings of an econ- 
omy are too large the whole wage and price level can be spiraled 
upward by concerted action of any pressure group, without result- 
ing in unemployment. The price level in such an economy will have 














26 SOCIAL RESEARCH 
lost its monetary moorings, and will be more than ever a political 
price level. 

Actually the inflationary threat should be expected to be greatest 
in the early period after the war. Consumers will have a backlog of 
demand, dealers will try to restock, and the investment demand for 
reconversion and housing may be large, while production is but 
slowly growing again. The pressure for wage and price increases 
will also be great, while the power of the government to “hold the 
line” will dwindle rapidly. Under such conditions the price leve) 
could indeed speedily rise to the limits of the inflated financial 
structure. 

It is true that with the lapse of time the inflationary pressure may 
be expected to diminish. The productive capacity of the country is 
great. Individual savings will again increase and more than coun- 
terbalance any further spending of war balances. Equilibrium will 
then depend on the development of investment expenditures. If 
these are low the inflated money balances may become as idle as 
the “excess reserves” were in the 1930's. Nevertheless, as soon as 
business conditions improve again, whether through private initia- 
tive or through further “deficit spending,” prices and wages must 
again be expected to rise to the limit of the money supply of the 
country; and the further the inflation of the financial structure has 
been carried, the greater demand and price instability should be- 
come. 

A permanent long-term economic policy founded on “deficit 
spending” would therefore be possible only if it is accompanied by 
considerable price and wage restrictions, and by restrictions on the 
convertibility of government bonds and the right to use bank bal- 
ances. Unemployment is certainly an evil that must be reasonably 
cured, even at some price. But the question remains whether the 
problem cannot be solved on a more straightforward and reliable 
basis than by a continued or repeated inflation of the financial 


structure. 











FRANZ OPPENHEIMER’S 
ECONOMIC IDEAS 


BY EDUARD HEIMANN 


I w Franz Oppenheimer the social sciences have lost a man in whom 
the great emancipators of the human mind in the seventeenth and 
eighteenth centuries seemed to have risen again, in new and origi- 
nal incorporation. He shared their flaming belief in the strength 
of human reason to organize the world, and in liberty, in which 
alone a real order could bloom. He was a liberal of that old, heroic, 
revolutionary brand which has otherwise died out long ago. This 
was his greatness, and it was his tragedy in an age wherein reason 
and liberty appear to turn into the very opposite of themselves, and 
to necessitate for their justification a new qualification and integra- 
tion. 

His philosophy of history — on a materialistic basis, in the eigh- 
teenth century tradition — saw the course of history dominated by 
a running battle between the “‘political means” of acquiring goods 
and the “economic means” to this end. The terms may appear para- 
doxical, and need some explanation. Men may acquire goods either 
by production and exchange — the economic means — or by impos- 
ing their rule on others and taking their products from them — the 
political means. 

The latter represents coercion, organized as the state, to enforce 
a tribute, and stands for tyranny and exploitation. The political 
means enters history through the nomads, who fell upon agricul- 
tural tribes, seized their lands, and, instead of massacring them, en- 
slaved them for the cultivation of those lands. Such a system, how- 
ever, cannot be perpetuated, much less be made more efficient, with- 
out increasingly taking into account the interests of the ruled and 
thus preserving their ability and willingness to produce. The origi- 
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nal robber state thus gradually shades off into the modern state, 
without giving up its identity. 

The economic means stands for reason, liberty and equality. It 
constitutes the exchange economy, which presupposes personal 
freedom and equal rights, and benefits all partners. Every able man 
works for himself and owns his land or tools — individually in a pre- 
industrial technique of production; through a cooperative where 
large-scale production makes this necessary — and all these workers 
so distribute and redistribute themselves among the different occu- 
pations as to equalize annual returns from the exchange of products. 
Oppenheimer’s interest is never focused on the isolated price of a 
product, but always on the income derived from that price. 

The exchange economy becomes perverted by a compromise with 
the slave economy. In the ‘pure economy” no one could dream of 
appropriating more land than he and his family could till; such ap- 
propriation presupposes a slave system. Yet the exchange economy 
did tolerate great landed property, that economic institution of the 
political means, as legitimate and on an equal footing with prop- 
erty arising from work personally done. In the hybrid system which 
combines the transformed feudal property with the exchange econ- 
omy — this is the definition of capitalism — harmony is distorted by 
two interrelated effects of great landed (feudal) property: the coun- 
tryside’s purchasing power for urban products is weakened by ex- | 
ploitation and ensuing inefficiency; and the urban labor market is 
flooded, and wages pressed down, by the slaves or serfs or agricul- 
tural workers who escape from pressure into the freedom of the 
cities. In a harmonious system, where the land is not appropriated, 
an urban worker would demand and get as much as he could other- 
wise receive as an independent peasant on free land; in the hybrid 
structure the wage is pressed down to that of an agricultural serf. 
This makes urban capital property a means of exploitation along- 
side great landed property: the propertyless suffers a deduction from 
his rightful wage, the product of his work, to the profit of the big 
owners. In this way Oppenheimer introduces his exploitation the- 
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It can be seen from this all too brief sketch * why Oppenheimer 
calls himself a liberal socialist. He is a socialist in that he regards. 
capitalism as a system of exploitation, and capital revenue as the 
gain of that exploitation, but a liberal in that he believes in the har- 
mony of a genuinely free market. He parts from apologetic bour- 
geois liberalism in that he denies the harmonious character of the 
existing market, vitiated as it is by the foreign body, feudal prop- 
erty; only if this were rooted out would the cooperative and equi- 
librating character of the market assert itself. This position is un- 
assailable in formal logic, like the rival positions of Malthus-Ricardo 
and of Marx. Faced with the disillusionment of the exuberant hopes 
that had accompanied the rise of the liberal economy, Malthus and 
Ricardo blamed the outcome on the scantiness of nature, as mani- 
fested in decreasing returns; Marx on the dynamics of bourgeois 
property; Oppenheimer on the incomplete character of the bour- 
geois revolution, which made a compromise with feudal property 
and thereby established capitalism as a “bastard of serfdom and 
liberty.” 

Plainly no reasoning can lead to a decision between the rival po- 
sitions; the decision remains a subjective one. Much depends, of 
course, on the plausibility of the authors’ elaboration of their rival 
theses — although no criticism is likely to be conclusive in the face 
of the objection that the criticized inadequacy is not essential to the 
fundamental position which it is supposed to serve. But Oppen- 


* Oppenheimer’s life work is unique in its power of concentrated construction. Its 
final version, his System of Sociology, comprises foyr double volumes, totaling 4,500 
pages, and includes social psychology and general sociology, the doctrine of the state— 
the only one of his works of which at least an early sketchy version has reached the 
English-reading public—economic theory and policy, and social and economic history, 
all of them strictly unified and interlocking, but formally independent of one another. 
They are flanked and supplemented by a great number of earlier writings, from 1896 
on, whose main results have for the most part been incorporated in the final system, 
but which must still be consulted for specific questions. His economic value theory is 
elaborated in Wert und Kapitalprofit; his discussions of the Malthus, Ricardo and 
Marx positions is contained in three separate monographs; his vision of the future and 
the statistics on which it rests are found in a number of special pleas, such as Die soziale 
Frage und der Sozialismus and Der Ausweg. A somewhat shortened but still volumi- 
nous abstract of his system of economic theory was published in 1937 in Holland, under 
the title, Das Kapital — Kritik der politischen Oekonomie. 
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heimer’s rationalism would never have bowed to such skepticism, 
and he attempted to force the decision by brilliant critiques of the 
rival systems. 

Against Ricardo he argues that while land rent is only a differen- 
tial, and is not caused by monopolistic exploitation of consumers, 
what matters is not the rent per acre but the total amount of rent 
which accrues to one owner, depending on the number of acres 
which the system permits him to own. And while rent follows from 
cost price, which is equivalent price, this does not preclude the pos- 
sibility of an exploitation gain being included in this price as a re- 
sult of a cost factor being paid less than its due. Historically rent, ac- 
cording to Rodbertus’ brilliant analysis, to which Oppenheimer 
refers, is the tribute in kind which the owner used to exact from his 
serfs; only as the market price rises sufficiently to yield him an equal 
money rent over his cost will he supply the market — thus trans- 
forming his feudal rent, illegitimate in bourgeois opinion, into a 
money rent acceptable to that opinion. 

Oppenheimer goes so far as to assert that in a system where un- 
used land is freely accessible, rent cannot survive. Rent-bearing land 
would be partitioned through inheritance; while land that did not 
bear rent would remain unpartitioned in the hands of one heir, the 
other heirs taking new lands. Thus the sizes of properties would be 
in inverse proportion to their rent capacity, and the smaller a prop- 
erty the more intensively it would be cultivated until rents were 
eliminated by diminishing returns. Suppose the normal income is 
10 but fertile land brings 11; two heirs to the fertile land, partition- 
ing the property, are not able, through intensification, to double 
the income to 22, but can perhaps achieve only 20 — the original 
rent of 1 is offset by a negative rent of 1, attributable to diminishing 
returns, and each owner has only the normal income. 

Under such conditions the order of cultivation would differ from 
that in the capitalist market, where cultivation could theoretically 
never be extended or intensified to produce negative rents but 
would stop at rentfree returns, thus leaving the intramarginal rents 
intact. The entire reasoning, however, is doubtful. In Oppenheim- 
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er’s utopia the individual farmer, faced with the choice between 
a larger and rent-bearing property extensively cultivated and a re- 
duced size intensively cultivated, would prefer the former alterna- 
tive because it would leave him intramarginal and in possession of 
the rent which the intensification of the smaller property would 
eliminate. Intensification, resulting from inheritance, cannot be 
counted upon to eliminate rent, because marriage, for example, 
may join two properties. Oppenheimer has not considered these 
implications. 

Against Malthus Oppenheimer argues that the test of diminish- 
ing returns to agriculture would be a percentage shift of the popu- 
lation from industry to agriculture as the population grows. Thus, 
if 50 agriculturists fed themselves and 50 industrialists, then a 
doubled population would require, if agricultural returns were 
diminishing, not 100 but perhaps 110 agricuiturists. But the sta- 
tistics of occupations prove that the contrary has taken place, and 
that the law of decreasing returns has been overcompensated. The 
argument is not conclusive, of course, because many auxiliary activi- 
ties of agriculture have been transformed into industries, such as 
the production and repair of certain tools, the making of clothes, 
and so on. Hence statistical inquiries into the space still available 
in the various countries, and in the world as a whole, become deci- 
sive, and they strikingly buttress Oppenheimer’s thesis. What weak- 
ens his argument is the consideration that under modern conditions 
an independent agricultural existence, in isolation or in coopera- 
tives, requires considerable capital in addition to the land. 

In Marx’s system the target of Oppenheimer’s criticism is the 
argument that the workers are inescapably tied to capitalism. Marx 
says that a rise of wages, because it is at the expense of profit, would 
blunt the stimulus of profit, cause the capitalists to consume rather 
than accumulate their profits, and thus press down wages again. 
This argument is parallel to the Malthus-Ricardo argument, ac- 
cording to which it is the increase of the working population, in 
response to a wage rise, which presses wages down again to the 
minimum. Oppenheimer argues that the higher the productivity of 
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labor, the more discrepancy there is between the wage that would 
permit the workers to save and gradually create their own businesses 
or cooperatives, and the wage that would leave the capitalists with- 
out the minimum profit required for further investment; Marx al- 
ways presupposes that the two points coincide. The criticism is irre- 
futable, and has since appeared in many quarters. It points to the 
solution that Oppenheimer envisages — that the workers’ coopera- 
tives build up the capital required for the purchase of landed or 
urban enterprises, while the capitalist system continues to function. 
The question must arise, of course, whether such a peaceful liquida- 
tion of capitalism by sale is practicable — a question that may be 
answered differently in different countries. 

The practical side of these critical studies is followed through by 
Oppenheimer in his historical studies, the profundity and erudition 
of which are still not fully appreciated. There he shows how his 
utopia was closely approximated from 1000 to 1400 in Germany, 
and almost the whole of Europe. In Germany settlers were needed 
for the subjugated and depopulated regions of the northeast, and 
thus serfdom on the feudal estates became nominal, as evidenced by 
the fact that rent was fixed and that for centuries every increase in 
productivity accrued solely to the peasants. Throughout Europe, 
during those centuries, the labor force of the feudal estates was 
drained by the growth of the towns, under the legal proposition that 
“town air makes free” and the military arrangements that gave 
reality to this claim. Such a drain could not fail to raise the condition 
of the peasants everywhere, and thus it provided the craftsmen and 
merchants of the towns with customers. That period, distinguished 
by the blossoming of many famous towns, all small in size, came 
to an abrupt end when eastern colonization was closed and the 


lords regained control of their serfs. 

Adam Smith similarly described the American colonies as a pros- 
perous community wherein everyone could become an independent 
farmer as he pleased, and in this anticipation of the frontier theory 
Karl Marx seconded him, in an explicit chapter, unfortunately 
without drawing conclusions for his system. In his last important 
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work’ Oppenheimer continued this line of study by an investiga- 
tion of recent developments in this country; here, as in Ireland, 
eastern Germany, Poland, southern Italy and elsewhere, he saw 
the main sources of emigration into the industrial centers as not the 
densely settled regions of free farmers but the thinly peopled dis- 
tricts of large estates — an observation that tallies with his histori- 
cal and theoretical considerations. 


II 


In his analysis of the capitalist order Oppenheimer translates into 
terms of economic theory the sociological concepts of power and 
exploitation. The central theme of his system is monopoly, again 
in line with radical liberalism from Adam Smith down. Marx is a 
socialist because he finds exploitation also in competition; mo- 
nopoly has no legitimate place in his system, which is one of cost 
price. Oppenheimer is a liberal in that he blames the defects of 
capitalism on land monopoly, and associates freedom and welfare 
with real competition in a monopoly-free set-up. He defines mo- 
nopoly as a position of economic power which makes exchange 
differently urgent for the partners, thus violating the equivalence 
of exchange essential for a free society. 

Prices in competitive equilibrium are determined by labor values 
because this makes labor incomes equal. This is the starting point 
of all value theory, from Petty on; it is oniy property incomes that 
can become unequal because, while the rates per unit of property 
are equalized, owners own different numbers of units. Oppen- 
heimer’s entire system rests on this foundation. There can be two 
ways of violating the standard of equality: by raising price at the 
expense of buyers; and by lowering it at the expense of sellers. A 
third kind of monopoly does not affect price; it is an advantage in 
production over the competitor, thus giving rise to a differential 
rent, as in many personal and impersonal qualifications and in the 
temporary profit of a pioneering entrepreneur. Competitive capi- 


*“Wages and Trade Unions,” in American Journal of Economics and Sociology, vol. 
1,no. 1 (October 1941) pp. 45-78. 
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talism is an order in which commodities are sold at values, but labor 
sells under the class monopoly, which spreads from land monopoly 
to include all capital ownership. In a free society “every two em- 
ployers would run after one worker,” because no one would be 
forced to look for employment on the property of some one else; in 
capitalism “every two workers run after one employer,” most con- 
spicuously in an era of unemployment. 

It is surprising to find Oppenheimer using labor value as a basis 
for a theory of monopoly; his is the only such attempt in history. 
Traditionally monopoly is one of the rocks on which labor value 
theory founders, since monopoly price violates labor value. Hence 
all classical writers put monopoly price outside their systems, and 
explicitly state that to determine it one has to refer to demand, 
while normal competitive price is determined by cost. Oppenheimer 
admits that monopoly price proper cannot be accurately derived | 
from his objective value concept, but he maintains that the prices 
of competing and substitutable goods narrow the space available | 
for monopoly price —and was the first theorist to do so. This, he 
says, suffices for a market theory. 


For the analysis of monopsony on the labor market, however, é 
he uses exclusively his objective concepts. The price of really free la- t 
bor is the product, or its equivalent in exchange under a proper dis- é 
tribution of total labor among the industries —a distribution that c 
makes incomes equal. The monopoly price of labor is the living t 
minimum, which changes historically, as was pointed out by Mal- i 
thus, Ricardo and Marx; the difference between this wage and the I 
value of the product is the profit, the gain of a class monopoly, to i 
which every member of the owning class is entitled in equilibrium. s 
The wage of special skills of labor can also be expressed in objec- i 
tive terms, with the price of the product determined by marginal v 
labor value. The price of an acquired qualification is expressed by tl 
the cost of training it; a personal advantage in efficiency or skill d 
manifests itself in higher productivity, that is, ina higher number of r 
products than are produced at the margin. The only goods and ser- tl 


vices not accessible to this analysis are the standard examples of le 
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classical theory, paintings by old masters, and the like, which are 
outside the normal course of the social economy. 

This, with much brilliant refinement, is Oppenheimer’s labor 
value theory, the rival of Marx’s. According to Marx the wage is the 
full and legitimate equivalent of labor power; the worker receives 
his full due under the laws of the market. According to Oppen- 
heimer the wage is artificially depressed below the normal and legiti- 
mate value. According to Marx profit is the result of a logical trick, 
which gives the workers the value of their labor power while part of 
the value of the product is still confiscated for the employer; the fact 
that the labor power bought by the capitalist produced more than 
its own value is “particularly good luck for the buyer, but no wrong 
at all done to the seller.” According to Oppenheimer profit is the 
fruit of plain monopoly. The superiority of his version is striking 
on all counts. 

There are problems in it. Oppenheimer long wavered as to how 
to draw the line between capital profit and land rent, the reason 
being that in his theory it is land property which enables capital 
property to reap a profit. At this point can be seen the wide differ- 
ence in theory between Oppenheimer and Henry George, for all 
their emphatic agreement in sentiment and ideals. George, like all 
agrarian socialists, makes land rent his target, as the gain of monop- 
oly in land. Oppenheimer seems inclined to believe that all proper- 
ties, land and capital, share in the profit, and that land has its rent 
in addition. The obstacle to this solution is the fact that in a com- 
petitive market a general equalization of profits takes place. The 
profit that accrues to capital is not the surplus of the value of the 
specific product over the wage of the specific workers. In different 
industries capital is differently capable of employing labor, and 
would be differently profitable if its profit uniquely depended on 
the exploitation of its own labor. But in competition capital is with- 
drawn from less profitable — less labor-absorbing — industries and 
reinvested in more profitable — more labor-absorbing — industries, 
thus raising price and profit in the former and lowering them in the 
latter group, until equal profit rates are attained. This mechanism, 
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implying as it does a comparison between profit rates in different in- 
dustries, presupposes capital values to which the profit sums in the 
various industries can be related. Machines, buildings and the like 
are valued at their cost. Land, however, has no original capital value; 
its value is calculated from the prevailing profit rate by way of capi- 
talization, and cannot figure in the determination of that rate. The 
only logical, although not plausible, conclusion is that land does 
not partake of the profit which it creates; only the capital invested 
on the land, in tools and buildings, can share in the profit. Oppen- 
heimer is never very specific on this point. 

What is worse, Oppenheimer’s theory, doubtless the maturest 
form of exploitation theory, nevertheless does not escape the general 
objections to all forms of that theory. One such objection, which 
Siegfried Budge seems to have been the first to raise,’ contends that, 
in classical reasoning, what price is supposed to cover is real cost as 
paid for by the seller; there can be no doubt that real expenditure 
must be replaced if production is to continue. In any exploitation 
theory, however, the buyers replace for the capitalist not only the 
cost of the labor he paid for but also the cost of the labor he did not 
pay for; this leaves profit as a mere surplus, which would be unable to 
survive in the competition of employers for labor. If it be granted 
to Oppenheimer that the beneficiaries of the class monopoly not 
only want to, but are actually able to, restrict their competition for 
profit-bearing laborers, then we run into the insoluble difficulty 
arising from the differences in capital-intensity, as suggested above. 
Equilibrium prices exceed strict labor values in the capital-inten- 
sive industries, and remain short of them in the labor-intensive in- 
dustries; consumers pay less than an equivalent price here, and use 
the gain to pay more there. But consumers are not a homogeneous 
group; they are either capitalists or workers. Therefore it may hap- 
pen that capitalists buy prevailingly the goods that sell below values, 
and workers primarily those that sell above; or the opposite may 


fas} — — bh ~ ~~ 


—s 


— 


* Siegfried Budge, Der Kapitalprofit (Jena 1920) p. 11. It is odd that Budge explicitly 1¢ 
limits his objection to the Marxian version of the exploitation theory, and excludes 
Oppenheimer. 
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happen. Both cases are incompatible with Oppenheimer’s or any 
other possible version of the theory; only if it could be asserted and 
proved that the two classes share in the consumption of the two 
groups of goods in equal proportion would the theory be tenable.’ 
Given a price system in which capital intensities force deviations 
from labor values, there is no way out but to recognize that capital 
is an independent cost factor. 

This is not to say that Oppenheimer is wrong. Whether profit is a 
legitimate income, as “bourgeois theory’’ assumes, or an illegitimate 
income, according to Oppenheimer or any other theorist of exploi- 
tation, the worker receives only his wage if he does not own his 
tools, and the full value of the product if he does. And whatever the 
nature of profit, no one doubts that with a larger supply of workers 
the marginal product of labor, and its wage, are smaller than with 
a smaller supply. Oppenheimer’s thesis is that monopoly in land 
causes flight from the land, which in turn floods the industrial labor 
market with applicants, presses down the wage, and raises the profit. 
This thesis is compatible with any theory worthy of the name. 

The thesis does not end there. It explains the existence of a reserve 
army of capital, responsible for the inflation of the cities and the 
distortion of the income structure, and parallel to the Marxian re- 
serve army. But while the latter is permanent and self-perpetuating 
in capitalism, Oppenheimer’s reserve army is temporary, nourished 
as it is by the surplus population of the feudal areas, the people who 
cannot stand the pressure. It is only this reserve army which gives 
rise to the profit mechanism; compared with it even the Marxian 
reserve army is accidental, since its relationship to the profit mecha- 
nism which is embedded in the logic of the value concept is nowhere 
explained. According to Oppenheimer the very existence of capital- 
ism depends on the existence of his reserve army, which capitalism, 
however, does not produce or reproduce; it is presupposed in capi- 


*See E. Heimann, “What Marx Means Today,” in Social Research, vol. 4 (February 
1937) pp. 33 ff. Recently both Joan Robinson and Schumpeter, in their pleas for the 
Marxian theory, without denying the existence of the problem, have declared it irrele- 
vant. I shall answer in a different context. 
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talism. Hence capitalism will vanish as soon as the feudal areas are 
either completely depopulated or reorganized on the basis of free- 
holds and cooperatives. 

Meanwhile the existence of the reserve army, result of distortion, 
leads to further distortion, in the economic crisis. It enables entre- 
preneurs, in periods of shrinking profit rates, to enlarge their out- 
put in order to maintain aggregate profit. This policy is rational 
from the point of view of an isolated individual, but contrary, of 
course, to the significance of the price signals, and disastrous for 
the market. In the society of the free and equal the coincidence of 
the private and the public interests would manifest itself, in the con- 
traction of production when price fell, and the consequent avoid- 
ance of the glut. 

The doctrine of opposite types of behavior arising from different | 
situations — in line with the requirements of the system in the pure 
economy, contrary to them in the political economy — is instructive 
and, in Oppenheimer’s hands, lends itself to important applications. 
Consumers are in “peaceful competition,” producers for the most 
part in “hostile contest,” because the former are interested in a 
great many prices, without too much emphasis on any one, while 
for the latter everything depends on the one price of their product 
(thus it is difficult to organize consumers and easy to organize pro- 
ducers). Oppenheimer classifies the many kinds of cooperatives — 
and guilds in the different phases of mediaeval history — according 
to whether they are interested in obtaining more members, in or- 
der to benefit by internal economies, or in restricting membership; 
the success of the consumers’ cooperatives is due to free accessibility. 
But for the theory of the crisis the doctrine does not seem to perform 
what Oppenheimer assigns to it. For even without a reserve army 
the individual producer, when faced with a falling income per unit 
of his output, can seek a way out by enlarging his output through 
an extension of his workday. On the other hand, it is doubtful that 
capitalist producers do enlarge their output in the face of falling 
prices, except in the isolated and hence unfortunate instance of 
farmers. And if they did, it might remedy the crisis instead of aggra- 
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vating it. Finally, Oppenheimer discusses only the reaction to fall- 
ing prices, not the reason why price falls. In this field Marx is infi- 
nitely superior. 

Again, however, the theory of the reserve army in itself is not 
thereby refuted. It is remarkable that Gustav Cassel, many years 
after Oppenheimer, bases his theory of the crisis-punctuated devel- 
opment of capitalism on the absorption of a continuously flowing 
agricultural surplus population by urban industry, and predicts 
that the cyclical movement will end as this source dries out — true to 
the model that he does not seem to know. Even where Oppenheimer 
is not successful in his elaboration, he remains one of those rare 
men whose very errors are capable of bearing fruit; while the pro- 
fundity and the tremendous sweep of his problems make the study 
of them obligatory. 
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HUNGARY, A DANUBIAN PROBLEM’ 


BY RICHARD SCHULLER 


Political and Economic Background 


B Y THE Treaty of Trianon, signed on June 4, 1920, Hungary lost 
more than half of both her territory and her population. She was 
left with 8 million inhabitants, while the territories that she lost 
contained about 12 million, of which (according to the Hungarian 
census of 1910) Magyars constituted 3.1 million, Rumanians 2.8, 
Croats and Slovenes 3.0, Ruthenes 0.4, Slovaks 1.7, and Germans 
0.g. Rumania, on the east, acquired all Hungarian territory in- 
habited by a majority of Rumanians; to the south, Serbia was 
allotted the Croats and Slovenes, and with them became the king- 
dom of Jugoslavia; and the Slovaks and Ruthenes became citizens 
of Czechoslovakia, to the north. But the territories acquired by 
these states included also certain areas inhabited by a Magyar 
majority; the 3 million Magyars separated from Hungary by the 
new frontiers (2.4 million according to the 1921 censuses of Czecho- 
slovakia and Yugoslavia and the 1931 census of Rumania) consti- 
tuted roughly one-fourth of Hungary’s prewar Magyar population. 

The Magyars firmly believed that the Treaty of Trianon inflicted 
unbearable injustice upon their nation. For the next twenty years 
their policy, determined by the desire to recover Hungary's former 
territories, can be expressed by the single word “revisionism.” The 
Hungarian governments, holding to their vision of a greater Hun- 
gary, did not restrict their claims to the territories that had a pre- 
dominantly Magyar population. 

Hungary looked to Germany and Italy for support of her claims. 
Though Germany was defeated and, for the time being, impotent, 
Italy’s importance in these regions had increased. She had won 
southern parts of the Austro-Hungarian empire, and regarded 


* Hungary is here chosen as an example of the problems with which the peace con- 
ference will have to deal in the Danubian basin. 








SS aa enn 


HUNGARY, A DANUBIAN PROBLEM 41 


the disruption of that empire as her most important gain from the 
war, for it allowed her to expand her influence into the Danubian 
basin and the Balkans. Sympathy and friendship had existed of old 
between Magyars and Italians, and after the war the two nations 
drew closer and closer in their political outlook and activity. ‘They 
were in constant political cooperation, and a treaty of friendship 
was concluded between them in 1927. 

But Italy could do little to help Hungary recover her lost terri- 
tories. Czechoslovakia, Jugoslavia and Rumania were united in the 
Little Entente, bound to mutual military assistance against any 
revisionist claims by Hungary. The Little Entente comprised coun- 
tries with a population of more than 40 million, as compared with 
Hungary’s 8 million, and was supported by France, who was anxious 
to maintain the status quo. Hungary’s situation seemed hopeless, 
and all she could do was to increase her armaments, in semi-secrecy, 
and to make it clear that she would not associate with the states of 
the Little Entente unless the frontiers were revised in her favor. 

This political situation underwent a complete change when the 
Nazis seized power in Germany in 1933. In March 1934 Italy, fear- 
ing a German push to the east and south, signed with Austria and 
Hungary the Protocols of Rome, which offered a basis for closer 
cooperation between the three countries. It was in the spirit of these 
agreements that Mussolini, after the Nazis’ assassination of the 
Austrian Chancellor Dollfuss, mobilized against Germany and 
saved Austria from Nazi occupation. In 1935 Italy tried to reach 
an understanding with France in regard to Danubian questions, and 
in Stresa the Italian, French and British ministers decided to call a 
Danubian Conference. This leaning toward the western powers 
ended, however, with the attack against Abyssinia, and in October 
1936 Italy formed the Axis with Germany. In the same speech in 
which Mussolini announced the Axis he declared that “‘until justice 
is done to Hungary there can be no systematization of interests in 
the Danubian basin.” 

Hungary’s hopes were aroused. She began to believe that with the 
help of Germany and Italy there might be an early revision of her 
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frontiers in her favor. Count Bethlen had been Hungary’s Prime 
Minister from 1921 to 1931; his successor, GGmbés, showed his sym- 
pathy toward Nazism from the very first, and paid several visits to 
the Nazi government. When Gémbés died Daranyi and then 
Imredy, former governor of the Bank of Hungary, became Prime 
Minister. Imredy intensified Hungary’s attachment to the Axis, and 
the Hungarian parliament passed laws against the Jews. 

On the other hand, Hungary had begun to feel the increasing 
pressure of Nazi Germany, and to fear Germany’s drive to the east. 
Influenced by these fears, G6mbés had started negotiations in 1936 
for a settlement with the Danubian states, and in the following 
year his successor Daranyi reopened these conversations. The Lit- 
tle Entente states still insisted, however, on Hungary’s recognition 
of the existing frontiers, and this put an end to the negotiations. 

Until 1938. The occupation of Austria in March of that year 
came as a shock to Hungary. Germany had now become her neigh- 
bor to the west, and the market for 40 percent of her exports. 1 


— 


Increasingly apprehensive, she entered into agreements with Jugo- c 
slavia and Rumania in which she renounced recourse to force in t 
any endeavors to change the existing boundaries. Prime Minister 
Count Teleki decided to take a stand against the domestic Nazi 
movement. E 
But then came the Munich settlement, the occupation of Czecho- t! 
slovakia and the war. Hungary believed that only by joining the v 
Axis and relying on Italy’s assistance could she avoid occupation by h 
the Nazis; moreover, she had good reason to hope that the Axis 
would restore the territories that had formerly belonged to her. el 
And in that hope she was partly right. The Axis powers awarded E 
Hungary certain Czechoslovakian territories with a population of al 
about 1.5 million, of whom about 0.8 million were Magyars, 0.2 H 
Slovaks and 0.5 Ruthenes. Hungary also acquired, from Rumania, ne 
a part of Transylvania and certain areas inhabited by Magyars, and gz 
some districts from Jugoslavia—territories having, altogether, an- to 
other 1.5 million inhabitants. The restoration of former territories 8c 


went no further, because the Slovaks and Rumania had also joined Ww 
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the Axis, and because Italy wanted Croatia and Germany wanted 
Slovenia as part of their own loot. 

But in return Hungary had to fight on the side of the Axis, to 
send auxiliary armies to Russia and Jugoslavia, and to submit her- 
self to Nazi “protection.” It is not unlikely that Prime Minister 
Count Teleki foresaw this loss of Hungary’s independence when 
he committed suicide. 

Within the Austro-Hungarian empire the movements of goods 
and the flow of capital had been entirely unrestricted. Within this 
area, inhabited by 50 million people, Hungary could dispose of her 
products with ease and at high prices, in a market that was pro- 
tected by a substantial tariff. Increasingly large quantities of her 
agricultural products were taken by Austria; in 1913 Austria bought 
about 200 million dollars worth of such products, or more than 80 
percent of Hungary’s total exports. Her industries were making 
notable progress. Social legislation, on the other hand, was back- 
ward, and the large estates, which constituted more than go percent 
of the total arable land, paid wages that kept the Hungarian peasant 
to a very low standard of living. 

The Treaty of Trianon left Hungary with 57 percent of her 
arable land but only 16 percent of her forests. Thus she had to im- 
port the greater part of the timber she needed, as well as most of 
the iron ore. She lost most of her cotton and iron industries, which 
were situated mainly in the severed territories, but the majority of 
her other prewar industries she retained. 

The customs union and all political ties with her neighbors in the 
empire disappeared. Nevertheless, for the first years after the war 
Hungary traded with her neighbors along prewar lines. Austria 
and Czechoslovakia, in need of foodstuffs, imported them from 
Hungary. Rumania and Yugoslavia, whose local industries were 
not able to cover the consumption of the newly acquired Hun- 
garian territories, imported Hungarian manufactured goods. Terri- 
tories of the former Austro-Hungarian empire, to which more than 
80 percent of Hungary’s exports had been consigned before 1914, 
were still receiving 71 percent of those exports in 1923. 
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Hungary’s financial and economic position was considerably 
strengthened after the League of Nations, in 1924, put into effect 
a scheme for her financial reconstruction, based on financial control 
and an international loan of 40 million dollars. From that moment 
the currency was stabilized and the budget balanced. Foreign cred- 
its became available, and about 280 million dollars flowed into the | 
country, 100 million from the United States alone. Hungary’s agri- 
cultural production surpassed its prewar levels, and the number of 
her industrial workers increased from 172,000 in 1921 to 248,000 in } 
1928. Exports rose from 667 million pengé in 1924 (a pengd was ( 
normally worth about 20 cents) to 1,038 million in 1929. ( 

All this favorable development, however, depended largely on a 
maintenance of Hungary’s markets in countries to which she was no 
longer bound by political ties — indeed, countries with whom her 
political relations were considerably strained. It was on political 
grounds that she refused, for twenty years after the war, to con- 
sider closer economic relations with the countries of the Little 
Entente. All overtures along this line she regarded as merely an 
attempt to draw her into the sphere of the Little Entente without 
satisfying her territorial claims. 

The world crisis that began in 1929 revealed the precariousness 
and instability of Hungary’s economic position. In that year she was 
still selling 47 percent of her exports to Austria and Czechoslovakia; l 
in 1936 those two countries took only 21 percent, Austria’s share 
being 17 percent and Czechoslovakia’s a mere 4 percent. The total 
value of Hungary’s exports fell from 1,038 million peng6 in 1929 
to 570 million in 1931. At the same time prices fell by more than 
50 percent, and were far too low to allow the peasants to maintain 
even their very modest standard of living. 

In this plight Hungary looked to Italy, Austria and Germany for 
help. In 1931 she concluded a tripartite trade agreement with Italy 
and Austria, which was renewed and expanded in 1934; this agree- 
ment, by means of a system of bounties, provided for the marketing 
of certain quotas of Hungarian products in Italy and Austria at 
prices well above the world market level. And in 1932 she began a 
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y series of clearing agreements with Germany under which Germany 
t paid high prices for Hungarian foodstuffs, as she wished to obtain 
1 food by barter instead of using foreign exchange. 

t As a result Hungary’s industries, which had been in a sorry state 
- in 1931 and 1932, began to recover in 1933 and continued to make 
. progress in the following years. In 1929 not quite 7 percent of her 
exports had gone to Italy, and less than 12 percent to Germany; in 
1936 these proportions had almost doubled, with Italy receiving 13 
and Germany 23 percent; in 1937 Germany’s share in Hungary’s 
exports increased to 30 percent, and in 1939, after the annexation 
of Austria, it rose to about 50 percent. Moreover, the territories re- 
acquired from Czechoslovakia, Jugoslavia and Rumania, after the 
Munich crisis in 1938, provided Hungary with sufficient forest land 
to meet her needs for timber, and with supplies of iron ore, salt, 
kaolin and water power resources. 

A few social reforms were also achieved. About a million acres of 
3 agricultural land were redistributed in small holdings, and the 1939 
| land reform bill announced that every year 140,000 acres belonging 
to large estates, or about 0.5 percent of the total arable land, were 
to be allocated to small holders. A 48-hour week for industrial work- 
) ers was established. 

But social conditions were still far from satisfactory. Wages were 
low and the standard of living of the landless masses and the small 
landholders was scarcely better than it had been before. And the 
improved trade position was achieved at the cost of highly precari- 
ous economic arrangements whereby Hungary not only relin- 
quished her freedom of action but actually subsidized, through in- 
creasing grants of clearing credits, the purchases made by her 
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“protector.” 


Peace Problems 


At first glance it might seem that the peace conference can deal with 
Hungary in a very simple way. She will be a defeated state, and her 
neighbors will insist that she has to give up the territories bestowed 
on her by the Axis powers. 
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The Magyars may plead that they joined the Axis under duress, 
were not guilty of atrocities on the war fronts or in Hungary, and 
that Slovaks, Croats, Slovenes and Rumanians have also fought on 
the side of the Axis. But the Slovaks will be represented by the 
Czechs at the peace conference, and the Croats and Slovenes by 
Jugoslavia; Czechs and Jugoslavs belong to the United Nations and 
can claim the restoration of their former territories. Only Rumania 
will be a defeated enemy like Hungary. Rumania, however, will lose 
Bessarabia and Bukovina to Russia, and can hope that the peace con- 
ference, taking account of these sacrifices, will, with Russia’s sup- 
port, restore her former frontier with Hungary. 

Thus many forces make for a restoration of the status quo ante, 
and none works against it, as Hungary has no friends on the side of 
the United Nations. Restoration of her pre-1938 frontiers repre- 
sents the line of least resistance, which is very likely in this case to 
be the line that will be followed. Indeed, such terms cannot be con- 
sidered harsh for a defeated enemy. 

But this solution would not mean the establishment of order and 
a basis for cooperation in the Danubian basin, where two world 
wars started. Hungary would then be in the same position that she 
occupied after the Treaty of Trianon, with areas inhabited by a 
solid Magyar majority belonging to her neighbors. Every Hungar- 
ian government would try to recover these regions, and the whole 
country would stand behind this policy. Friendly relations between 
Hungary and her neighbors would not be possible, and she would 
constitute, as she did before, a stumbling block in the way of any 
efforts toward cooperation in the Danubian basin. Though the 
weakness of Germany and Italy might cause her to keep quiet for 
some time, she could be expected to renew her revisionist activities 
as soon as those powers began to recover. It may therefore be worth 
while to examine another solution, whereby territories inhabited 
by Magyars could be allotted to Hungary. 

The problem may be considered first in its relation to Rumania. 
The area between Hungary and Transylvania is inhabited by 1.5 
million Rumanians and o.5 million Magyars. About 400,000 of 
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5, these Magyars, and only 40,000 Rumanians, live in the western part 
d of this area, a strip of plain along the frontier of Hungary, including 
n the towns of Temesvar, Arad, Oradea-Mare (Nagy Varad) and 
e Szatmar-Nemeti. At the Paris peace conference the reason given 
y for the allocation of these Magyar districts to Rumania was that the 
d railway between old Rumania and the new parts of Rumania ran 
a through Arad and Szatmar. This railway also connected Rumania 
e with Czechoslovakia, and was therefore assumed to have a strategic 
\- function, though it ran along Hungary’s border and was exposed to 
)- attack by Hungary. After this war the northern parts of new Ru- 
mania can be expected to be taken by Russia, and this railway will 

., lose its connecting and strategic functions. 
yf Economically these western districts are connected chiefly with 
> Hungary, in contrast with the districts to the east of them, inhab- 
O ited by 1.5 million Rumanians and only o.1 million Magyars, whose 
\- chief economic connections are with Rumania; the great iron works 


of Resita, for instance, are occupied in supplying the Rumanian 
d market. But a number of Rumanian workers living on the western 
d slopes of the Transylvanian Alps have been employed in these Mag- 
e yar districts, and would be separated from them by the new fron- 
a tier. It might be possible for the frontier revision to include an 
. agreement permitting the employment of a certain number of Ru- 
e manian workers in the restored area. Moreover, an exchange of 
n populations could be considered, in order to promote ethnic unity 
d in the western and eastern parts of this area. The problem would be 
y the transfer of about 8,000 families of Rumanian peasants and 
e workers eastward, and of about 20,000 Magyar families westward. A 


r special inquiry into the circumstances of such a transfer would be 
S necessary. 

As for Transylvania itself, still farther to the east, this area is 
d inhabited by 1.6 million Rumanians, 0.8 million Magyars and 0.2 


million Germans. Almost three-fourths of the Magyars, the so-called 
; Szeklers, inhabit a territory in eastern Transylvania, separated from 
, Hungary by predominantly Rumanian districts. 

f Before the Treaty of Trianon the Rumanians were oppressed by 
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the Magyars, but after Transylvania was united with Rumania the 
Magyars became the victims of discrimination. They had no share 
in the central government, and local government was under Ru- 
manian prefects and officials. The agrarian reform was general, 
applying equally to Rumanians and Magyars, but in Transylvania 
the owners of the big estates were Magyars, and therefore these were 
the principal sufferers, while most of the beneficiaries were Ru- 
manians. About 5 million acres were expropriated, the greater part 
from Magyars, with 228,000 Rumanians and 83,000 Magyars and 
Germans receiving land. In business life the Magyars complained of 
many discriminations against them in regard to taxation, govern- 
ment contracts and credits. Many of them lost their positions, and 
Magyar companies were obliged to take Rumanian directors on 
their boards. 

During the present war Rumania and Hungary, both allies of the 
Axis, have concluded an “agreement” whereby the northern part of 
Transylvania has been allotted to Hungary and the southern part 
has remained with Rumania. The territory thus recovered by Hun- 
gary includes the Szekler land, but also some districts, inhabited by 
a Rumanian majority, which connect the Magyar parts of Tran- 
sylvania with Hungary. Rumania cannot be expected to acknowl- 
edge this settlement after the war, as it was achieved under pressure 
of the Axis powers. But if the peace conference should decide that 
Magyar territories belong to Hungary, the area inhabited by the 
Szeklers would have to be given up by Rumania. The problem then 
would be to provide an avenue of communication between this area 
and Hungary. To this end Hungary might be conceded a small strip 
of land connecting the Szekler area with the Magyar plain. It would 
not be too difficult to establish the necessary communication, as 
the railways of Transylvania are constructed to converge on Buda- 
pest. 

To turn now to the southern aspect of the problem, Jugoslavia 
received from Hungary, according to the terms of the peace treaty 
after the last war, Croatia-Slovenia, the province of Backa and the 
greater part of the Banat province. In Croatia-Slovenia’s total 








—— 


HUNGARY, A DANUBIAN PROBLEM 49 
ne population of 2.6 million less than 0.1 million are Magyars, and 
re thus the question of restoring parts of this territory to Hungary 
u- does not arise. 

il, The Backa and the Banat, however, are populated by nearly 0.6 
ia million South Slavs, nearly 0.4 million Magyars and about 0.3 mil- 
re lion Germans. After the Turkish wars the Austrian emperor estab- 
u- lished these provinces as the so-called Militargrenze, or ‘“Voivodina,” 
rt and colonized them by creating settlements of intermingled nation- 
1d alities, administered by imperial governors. In 1867 Hungary ac- 
of quired control of the Voivodina, but Magyarization made slower 
n- progress there than in other regions. 
id The Voivodina has no natural boundaries. In the peace negotia- 
mn. tions after the last war it was contended that for strategic reasons 
the shifting Danube and Sava rivers should not be established as 
1e frontiers—a measure that would have maintained much of the 
of Voivodina as part of Hungary. Although these reasons are not very 
rt convincing, it is true that the Danube and Sava do not constitute 
n- ethnic borders. But the Magyar population of this area is concen- 
dy trated in the north, along the Hungarian border, and a frontier 
n- revision restoring these Magyars to Hungary could draw a boun- 
7}. dary line by which relatively few Slavs would be included in Hun- 
re gary. The economic situation of the population would not be af- 
at fected to any great extent, and as the region is completely flat no 
1e strategic objections would arise. 
n Finally, in the north, the problem of revision would affect Czecho- 
oa slovakia. Slovakia, taken from Hungary after the last war, includes 
ip the northern Carpathians and a small fertile plain at their foot, with 
id the town of Bratislava on the Danube. According to the 1910 Hun- 
as garian census the population of Slovakia consisted then of 1.7 mil- 
a- lion Slovaks and o.g million Magyars; according to the 1921 
Czechoslovak census the figures were 1.9 and 0.63. 
ia Under Czechoslovakia the peasants of Slovakia prospered, as 
ty prices of agricultural products were kept at a high level and agrar- 
1e ian reform brought considerable benefits to numbers of small land- 
al holders and landless agricultural workers. But despite these benefiis 
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the Magyar peasants wanted to go back to Hungary. And though 
Bratislava’s commerce flourished, and its population doubled in a 
few years, Slovakia’s industries suffered from the competition of the 
stronger industries of Bohemia and Moravia. At first Slovakia was 
able to maintain her commercial relations with Hungary, but after 
Czechoslovakia denounced the trade agreement with Hungary in 
1930, Slovakia’s exports to Hungary went down sharply. In 1929 
Hungary bought from her commodities valued at 81.5 million 
peng, including timber (47 million), paper (g million), iron ore 
(6 million) and textiles, but after the ending of the trade agreement 
the total value of such imports declined to 12 million peng6. 

After the occupation of Czechoslovakia by the Nazis, Hungary 
was given back the southern part of Slovakia; the rest, with the town 
of Bratislava, became an “independent” Slovak republic. In the ter- 
ritory recovered by Hungary the timber trade, the mining indus- 
try, paper factories and other industries that had been compelled to 
close down under Czech competition were able to resume opera- 
tions and could easily market their products in Hungary. 

It is not likely that Czechoslovakia will agree to a maintenance of 
this new frontier. The area thereby restored to Hungary has a popu- 
lation of about a million, and therefore it can be assumed that it 
includes, in addition to practically all of Slovakia’s Magyar inhabi- 
tants, at least 0.2 million Slovaks. It should not be too difficult, how- 
ever, to establish an ethnic frontier line that would leave only a 
small number of Magyars in Slovakia and few Slovaks in Hungary. 
In this matter the primary necessity for Czechoslovakia would be 
that she retain Bratislava, her port on the Danube. 

In 1939 Hungary was also given Ruthenia, the eastern part of 
Czechoslovakia. This area, inhabited by 0.45 million Ruthenes and 
about 0.1 million Magyars, was Czechoslovakia’s only land route 
and railway connection to Rumania, and her link with Russia, with 
40 million Ruthenes (Ukrainians). Ruthenia is not a Magyar terri- 
tory, and the primary question concerning that area is whether it 
shall belong to Russia or to Czechoslovakia. 

This, then, is the ethnic situation on Hungary’s eastern, southern 
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and northern frontiers. It can hardly be doubted that if the peace 
conference should allot the Magyar districts to Hungary it would 
establish the possibility for more friendly relations between Hun- 
gary and her neighbors. But whether that possibility then became 
a reality would depend on Hungary’s attitude. ‘The opportunity 
would certainly vanish if Hungary continued to claim her former 
Slav and Rumanian territories. 

Those claims, however, were the policy of the Magyar aristocracy, 
and of their middle-class followers, the so-called “‘gentry,”” who were 
in control of Hungary. The Magyar aristocrats, endowed with per- 
sonal charm, political ability and a long tradition of government, 
were convinced of their right to rule over their Slav and Rumanian 
neighbors; and they had large estates in the regions that were sepa- 
rated from Hungary. But it is scarcely likely that the Magyar oli- 
garchy, twice defeated, will be able to maintain its political and 
social power; its position, weakened by the first war, will hardly 
withstand the shock of another defeat. ‘The Magyar peasants and 
workers will oppose the oligarchic regime, and the big landowners 
will be obliged to allow the land reform to proceed, after having 
delayed it for the last twenty years. The people of Hungary share 
neither the interests nor the egoism of the aristocracy; having no 
belief that they are entitled to dominate their Slav neighbors, they 
are capable of cooperation with them. 

The possibility of such cooperation will be increased by the 
change in Hungary’s external situation. When Germany and Italy 
wanted to establish spheres of influence on the Danube and in the 
Balkans, Hungary was their natural bridgehead, and cou!d there- 
fore expect their support of her own claims. Between the two wars 
the aspirations of Germany and Italy certainly conflicted in many 
respects, but they coincided in a consistent opposition to closer re- 
lations among the Danubian countries. Now those two nations will 
no longer be able, at least for some years, to support Hungary’s 
claims and to prevent cooperation between Hungary and her neigh- 


bors. 
These political changes favoring friendship among the Danu- 
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bian nations may be reinforced by auspicious changes in economic 
relations. Hungary’s economic development will depend primarily 
on the possibility of exporting her agricultural surplus at remunera- 
tive prices; after a transitional period of higher demand and lower 
production she will have to find markets. And Austria and Czecho- 
slovakia, formerly her natural markets, can buy the greater part of 
her agricultural exports if they do not again follow an economic 
policy whereby they attempt, at very high costs, to expand their 
agricultural production beyond reasonable limits. ‘The economy of 
Europe will have to be rebuilt, and it is conceivable that its recon- 
struction will take account of the need for trade channels among 
the Danubian countries. 

Thus there will be at the end of this war a rare opportunity for 
the establishment of political and economic order in the Danubian 
basin; I do not know whether there is a fair chance that it will be 
grasped. But the fact should not be minimized that any solution 
carries its own complications. In Central Europe, even more than 
elsewhere, a simple or doctrinaire solution means not a termination 


but a postponement. 
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THE PROTESTANT ETHIC AND 
THE SPIRIT OF CAPITALISM 


. The History of a Controversy 


BY EPHRAIM FISCHOFF 


I 


The whole question of the effects of the Reformation upon subse- 
quent economic development, and particularly of the intimate re- 
lation held to subsist between Protestantism, especially in its Cal- 
vinistic forms, and the rise of modern capitalism, has evoked a great 
literature of controversy ever since the publication at the beginning 
of this century of Max Weber’s provocative essay on Protestantism. 
This continues to be the versatile German pundit’s best known 
work, perhaps the more so because its intent was largely misunder- 
stood. For over a quarter of a century it has occasioned much debate 
among social and economic historians on what has been termed the 
most interesting single question in the field of economic history.’ 
“Die protestantische Ethik und der Geist des Kapitalismus” first 
appeared in the Archiv fiir Sozialwissenschaft und Sozialpolitik® 
and now stands at the head of Weber’s collected essays on the sociol- 
ogy of religion.’ In the reprint it is essentially unchanged, but con- 
tains numerous new footnotes, occasionally very detailed, which 
serve to give more adequate documentation from the sources and 
to answer various critics, such as Sombart and Brentano. This edi- 
tion was translated into English in 1930, under the title The Protes- 
tant Ethic and the Spirit of Capitalism, by Talcott Parsons, who has 
probably done most in this country to interpret Weber’s work. In 





* F. L. Nussbaum, “The Economic History of Renaissance Europe,” Journal of 
Modern History, vol. 13 (1941) p. 537- 

? Vols. 20-21 (1904-05) . 

* Max Weber, Gesammelte Aufsdtze zur Religionssoziologie, 3 vols. (Tiibingen 
1920-21). 
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the German edition, “Die protestantische Ethik und der Geist des 
Kapitalismus’”’ is followed by a supplementary essay, ‘““Die protestan- 
tische Sekten und der Geist des Kapitalismus,’’ emphasizing the dis- 
tinctive contributions of the various Protestant sects. The latter 
essay, which Weber frequently adduces as important for the com- 
plete formulation of his thesis, was unfortunately not included by 
Parsons in his translation. Weber’s replies in the Archiv‘ to the criti- 
cisms of Fischer and Rachfahl are also very important for the clarifi- 
cation of his views, as Troeltsch recognized by his numerous refer- 
ences to them.’ It is therefore regrettable that these replies have re- 
mained buried in the Archiv and have not been made available in 
book form, except for the few extracts from them included in the 
revised footnotes to the second edition of Die protestantische Ethik. 
Much of the fallacious criticism of Weber would have been obviated 
by a familiarity with them, for they gather up and crystallize the es- 
sential ideas of his whole approach.* It is important to emphasize 
that because of certain special circumstances connected with the 
composition of the essay these supplementary statements must be 
read with the original, as a unit. Weber had originally intended to 
extend the considerations to other areas, and then to investigate the 
reverse aspect of the relationship between religion and the other 
aspects of culture, notably economic attitudes, practices and insti- 
tutions. But for a number of reasons, to be discussed later, he never 
returned to this task. 

Many scholars were intrigued by Weber’s ideas, and even those 
who took issue with him on minor or even major points frequently 
accepted his main conclusions. In general, his views concerning the 
relation of Puritanism and capitalism were contested by historians 
and warmly welcomed by theologians. His essay on Protestantism 
has become one of the basic works in the sociology of religion, and 
in Kultursoziologie generally. 


* Archiv fiir Sozialwissenschaft und Sozialpolitik., vols. 25, 26, 30, 31. Hereafter re- 
ferred to as Archiv. 

°E. Troeltsch, The Social Teachings of the Christian Churches, 2 vols. (New York 
1931); for example p. 816. 

* See especially the “Antikritisches Schlusswort,” Archiv, vol. 31 (1910) pp. 554-99- 
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Perhaps the most important influence of the essay was on 
Troeltsch, who, starting from different premises, produced for the 
whole past development of Christianity that historical treatment 
which Weber had originally projected as his own work. Troeltsch, 
who ranks with Weber as one of the founders of the sociology of re- 
ligion in Germany, accepted Weber’s theory as to the relation of 
Protestantism to capitalism, and indeed did a great deal to develop 
and popularize it, so that it is not infrequently termed the Weber- 
Troeltsch theory. Of all the scholars participating in the contro- 
versy, he perhaps best understood Weber’s intention. He felt that 
Weber’s thesis was of fundamental importance, and avowed that in 
his own works on the nature of Protestantism and its significance for 
civilization’ he had taken over Weber’s views in general. He had 
particular praise for Weber’s effort to treat the problem in the great 
setting of the history of civilization, and for his illumination of its 
inner aspect and its bearing on the social-economic dimension.’ He 
saw clearly that Weber’s intention was the investigation of the affin- 
ity between Calvinism and capitalism, the provision by the former 
of “an inner support or an intellectual-moral vertebra” which made 
‘possible the vigorous development of the latter. He accepted 
. Weber’s differentiation between the spirit and the economic system 
of capitalism; his view that these entities need not coexist; and his 
conclusion that the domination of the capitalistic system over the 
minds of men does not occur until a historical accident effects a 
juncture between these two disparate elements.’ 


"For example, his Die Bedeutung des Protestantismus fiir die Entstehung der 
modernen Welt, Munich 1911 (English translation, Protestantism and Progress, Lon- 
don 1912). 

® The Social Teachings of the Christian Churches (cited above) p. 911. 

* Ibid., p. 916 ff. Troeltsch adopted various other interpretations of Weber’s, for 
example the latter’s definition of church and sect (pp. 815, g60, 988 ff.) , and numerous 
concrete details (pp. 687, 912, 918, and passim). He made, however, some corrections 
in the general Weberian theory, among which may be mentioned his accentuation 
of the differences between later and earlier Calvinism, and between Lutheranism and 
Calvinism. Moreover, he felt that he was inclined to emphasize more than Weber did 
certain nonreligious factors in the development of later Calvinism, such as its exclu- 
sion from the various perquisites of the feudal world, which influenced its favorable 
attitude toward business enterprise. In addition he felt that he had clarified Weber's 
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Weber's thesis was likewise accepted for the most part by church 
historians like H. von Schubert, F. H. von Funk, H. Hermelink; 
by the historian of religion, C. H. Becker, whose Jslamstudien is an 
exemplary work on the sociology of religion in the spirit of Weber’s 
Religionssoziologie; and to a certain degree by the economic his- 
torians, Werner Sombart and R. H. Tawney. Sombart’s general 
position is related to Weber’s but differs in method and conclusion. 
It was his thesis on the spirit of capitalism that had stimulated 
Weber's approach to the whole field, but his own treatment was in 
turn affected by Weber’s essay on Protestantism. Sombart’s attribu- 
tion of capitalism to the Jews was sharply challenged by Weber on 
the basis of an examination of the religious psychology and the 
sociological setting of Judaism. Tawney recognized the value of 
Weber’s work but suggested certain modifications: he criticized 
Weber’s apparent identification of the “capitalistic spirit’ with 
Calvinism and English Puritanism; he also distinguished between 
earlier and later Puritanism, suggesting that, in order for the spirit 
of capitalism to develop, pristine Puritanism had to be largely 
overcome; and in general he emphasized the economic and political 
conditions of England during the sixteenth and seventeenth centu- 
ries rather than any specifically religious components in accounting 
for the newer economic practices and attitudes. These modifications 
have been strengthened in his subsequent writings, for example in 
his foreword to the English translation of The Protestant Ethic. 
The influence of Tawney’s moderate acceptance of the Weberian 
thesis is apparent in several studies influenced by him: the works of 
Margaret James, Isabel Grubb, W. J. Warner, T. S. Ashton and 
Richard Schlatter. 

But if Weber’s thesis met with approval in many quarters, and 
exerted considerable influence, it also provoked the opposition of 
numerous critics, ranging from those who picked minor flaws in his 
argument but upheld his main thesis as sound, including, apart 





view on the sect, especially its relation to mysticism; and that his own demonstration 
of sectarian elements in primitive Calvinism had made more intelligible its subse- 
quent fusion with the sectarian type (p. 989) . 
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from Sombart and Tawney, E. Knodt, J. Kulischer, W. Gunsteren 
and P. Koch, to those who rejected his entire approach as not only 
erroneous in detail but inadequate and sterile in essence. These 
included, among the early writers, H. K. Fischer, F. Rachfahl (par- 
ticularly elaborate in his strictures), L. Brentano, G. von Below, H. 
See and H. Pirenne; and more recently, H. M. Robertson and P. C. 
Gordon Walker. 

Se of this academic criticism, as well as a large popular litera- 
ture both positive and negative, interpreted Weber’s essay as setting 
up a causal hypothesis deriving capitalism from Calvinism — in 
short, as supplanting the materialistic hypothesis with a spiritual 

one. This is true even of more recent statements, such as those by 
H. Richard Niebuhr in his Social Sources of Denominationalism 
(1929), which is really on its theoretical side a lucid introduction 
to the sociology of Christianity, based largely on Weber’s sociology 
of religion. He speaks of ‘““Weber’s well known thesis to the effect 
that Calvinism was one of the major sources of modern capitalism” 
(p. 97), and even more strongly in another passage (p. 288, note 9): 
“the theory of Weber, which Tawney criticizes but in part follows, 
that Calvinism is the parent of capitalism. . . .”{More recent exam- 
ples of this misinterpretation of Weber’s interition may be found in 
J. M. Mecklin (The Passing of the Saint, 1941, p. 189); Miriam 
Beard ( A History of the Business Man, 1938, pp. 349, 377); E. 
Fromm (Escape from Freedom, 1941, p. 296); and E. Taeusch 
(“The Concept of Usury,” Journal of the History of Ideas, vol. 3, 
1942, pp. 291-318). At the opposite pole are those who accuse Weber 
of being a Marxist and therefore of misunderstanding the nature 
and function of religion. This is the notion of Catholic writers gen- 
erally, for example A. Dempf (“Religionssoziologie,” Hochland, 
vol. 18, 1921, p. 747). 

{Unfortunately the whole Weberian thesis has been bedeviled by 
various extra-scientific valuations, and frequently has been the 
victim of partisan contention depending on the economic orienta- 
tion and religious affiliation of the writers in question. ‘Thus most 
of the critics of Weber adjudged the influence of Protestantism on 
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capitalism in the light of their attitude to capitalism. If they were 
admirers, they claimed that their particular religion had fathered 
it; if they were hostile to capitalism, they disallowed all connection 
between it and their religion. Political bias is also met with in the 
— example, Weber's thesis has been construed in the 
interests of Anglophobia.” The bias characteristic of most reactions 
to Weber’s thesis is seen perhaps most clearly in many of the Catho- 
lic references to it, culminating in A. Fanfani’s attribution of both 
capitalism and Protestantism to the triumph of “brachycephalic”’ 
over “‘dolicocephalic” rulers.” No wonder that Schlatter describes 


* An illustration of this is the misinterpretation of Weber’s position in the article 
“Puritanism” in Sachwérterbuch der Deutschkunde, vol. 2 (1930) p. 96 ff. Other 
expressions of this view will be found in the writings of W. Dibelius; O. Baumgarten, 
Religidses und kirchliches Leben in England (Leipzig 1922) ; L. Schiicking, Die Familie 
im Puritanismus (Leipzig 1929) ; G. von Schulze-Gavernitz, Britischer Imperialismus 
und englischer Freihandel (Munich 1906). See also the contumacious perversion of 
Weber's thesis in Peter Aldag, Juden in England: vol. 1, Juden erobern England, vol. 
2, Juden beherrschen England (Berlin 1940) . : 

In his Cattolicismo e protestantismo nella formazione storica del capitalismo (Eng- 
lish translation, Catholicism, Protestantism, and Capitalism, London 1935). In an 
earlier book he considered the origin of the spirit of capitalism from the viewpoint 
of Catholic doctrine (Le origini del spirito capitalistico in Italia, Milan 1932, now in 
English translation) , and reviewed the whole subject with a wealth of bibliographical 
detail. He attempts to deflect from Catholicism the accusation of responsibility for 
capitalism. Accepting Weber’s views on Protestantism, he proceeds to vindicate 
Catholicism and ultimately Italian Fascism, interpreted as a return to virtue after 
the aberrations of capitalism. But his treatment of the relationship of Catholicism to 
capitalism and his analysis of Protestantism is biased and unfair. (See R. Bainton, 
“Changing Ideas in the Sixteenth Century,” Modern History, vol. 8, 1936, p. 439.) 

Generally speaking, the reaction of Catholic writers to the Weber-Troeltsch thesis 
regarding the connection of Protestantism and capitalism has been to make propa- 
ganda for Catholicism. The Catholic students of this problem approach it with a 
distinctive bias, seeking on the one hand to find in Catholic ethics the honorific atti- 
tudes that might culminate in the industrious, inner-worldly ascetic conduct attrib- 
uted by Weber to the Puritan; and on the other hand to defend Catholicism from any 
blame for capitalism, or more correctly for the spiritually dysgenic effects of capitalistic 
activity. The general conclusion then drawn is that since modern capitalism is an 
outgrowth of Protestantism all the evils of modern capitalism are due to Protestantism, 
and hence the only cure for the ills of our economic life is to be found in Catholicism. 
Thus F. J. Schmidt's comment on the Weberian thesis was that Calvinism had caused 
a second fall (“Kapitalismus und Protestantismus,” Preussisches Jahrbuch, 1905) . 
More recently G. O’Brien has contrasted the unhappy fruits of Calvinism, economic 
individualism and all its consequences, with the allegedly quite different products of 
Catholicism (An Essay on the Economic Effects of the Reformation, New York 19293). 
This whole argument has been clearly analyzed from the point of view of a Protestant 





tal 


PP 





ee 


PROTESTANT ETHIC AND CAPITALISM 59 


the present status of the problem of the connection between capi- 
talism and Protestantism as mere “rattling of dry bones.”” 

<The following review of the controversy around Weber’s subtle 
essay will endeavor to demonstrate that the essay was widely misun- 
derstood by friends and enemies alike, that Weber’s cautious and 
avowedly incomplete research was misconstrued, and his critical 
admonitions for the understanding of his thesis ignored. It will not 
be the intention of this review to repristinate or justify either 
Weber’s method or his conclusions. The position taken here is only 
that, apart from its merits as an essay of notable acuteness and im- 
pressive learning, Weber’s first contribution to a systematic sociol- 
ogy of religion was sound in intention, Moreover, attention will be 
directed to the fact that his massive later work” on the general 
theme of the sociology of religion, which in many respects consti- 
tutes a supplement and correction of the earlier work, was almost 
universally disregarded. Habent sua fata libelli. 

Weber continued to engage in the controversy over this essay 
almost to the end of his life, replying to criticism, adducing new data 
and protesting against various misunderstandings. In the mean- 
time, his system had expanded and the whole question had been 
set in a new perspective of world history. This had the effect of 
correcting many of the dubious positions of the Protestant essay by 
giving due attention to the Realfaktoren which, in the earlier work, 
had been not so much ignored as taken for granted. It is indeed re- 
markable that many famous scholars continued to criticize Weber 
for earlier views long after they had been set in a proper framework 

* R. Schlatter, The Social Ideas of Religious Leaders, 1660-1688 (London 1940) p. vl. 
“In Weber’s later work the question of the evolution of modern capitalism and its 
distinctive morale becomes subordinate to an analysis of the enormous historical 
differences between the Orient and the Occident. The whole drift of his later work in 
the sociology of religion suggests indubitably that for the emergence of a “spirit of 


modern capitalism” all the factors which produced the modern Occident must be 
operative. This later position is in essence an admission of the force of Rachfahl’s 


early criticism of Weber’s general approach. 





theologian who follows the Weber-Troeltsch position in Wiinsch’s essay on “Protes- 
tantischer Kapitalismus und katholische Propaganda,” Christliche Welt, vol. 39 (1925) 


PP- 350-58. 
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by the later essays of his developing Religionssoziologie, and by the 
appropriate sections on the sociology of religion in Wirtschaft und 
Gesellschaft and in General Economic History. Among the writers 
whose published animadversions upon Weber continued to refer 
only to the Protestant essay, long after Weber had composed his 
later works and even after his death, are Below, Brodnitz, Tawney, 
Knight, Robertson, Walker, Kraus, M. Beard, Nussbaum and 
Taeusch. Indeed, this tendency continues even to the present. An 
instance of it will serve to illustrate how little Weber’s subsequent 
work is known. F. H. Knight, who translated Weber’s General Eco- 
nomic History, remarks in “Historical and Theoretical Issues in the 
Problem of Modern Capitalism” (Journal of Economic and Busi- 
ness History, vol. 1, 1928, p. 134), that the whole question of the 
origin of modern capitalism would gain by being stated in negative 
form: why did capitalism not develop in other times and places than 
modern western Europe? He then adds that Weber does discuss 
these questions, and cites the General Economic History. Surely 
Professor Knight must have known the other essays in the Gesam- 
melte Aufsdtze zur Religionssoziologie and the Wirtschaft und 
Gesellschaft, but they are not mentioned. Also G. Brodnitz’s sum- 
mary in the Economic History Review (vol. 1, 1927, p. 341) of work 
in German economic history between 1900 and 1927 refers only to 
the first volume of Weber’s Religionssoziologie. 

That each generation must reinterpret the past in terms of its own 
experience has become almost axiomatic in historiography and the 
cultural sciences generally. Since Weber’s essay was a conscious re- 

action to the Marxian hypothesis, it is perhaps natural that it should 
overstress the consistency and efficacy of ideal factor’, It was part 
of the revolt against the mechanization of man and the increasing 
dominance of the economic facto which was common to such 
vastly different figures as Marx and Nietzsche in the generation be- 
fore Weber, and to Freud, Rathenau and Toennies in his own. 
Weber's essay in functional historical sociology-took the form of em- 
phasizing the crucial importance of religious beliefs-in-the emer- 
gence of a morale favorable to capitalism; this was in line with his 
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‘ emphasis on the importance of sympathetic intuition in the social 
| sciences, and his view that history is the Nacherleben of the past 
and sociology a discipline of the inner understanding. 


II 


Weber’s original intention in The Protestant Ethic must be seen 
| against the background of his time. An heir of the historica! school 
(he regarded himself as one of the epigoni of Schmoller“) and of the 
Marxist tradition, both of which had combatted the isolative treat- 
ment of the economic process and the homo economicus by alostract 
classical economics, he probed the history of culture to determine 
the decisive interconnections of economics with the totality of cul- 
ture. The whole historical work of Weber has ultimately one pri- 
mary object, the understanding of contemporary European culture, 
especially modern capitalism.” It presses forward to the underlying 
morale (Geist) of capitalism and its pervasive attitudes to life; and 
beyond this to modern Occidental rationalism as such, which he 
came to regard as the crucial characteristic of the modern world. ~~ 
The discussion of problems raised by Marx, who gave the subject 
of capitalism its large importance in modern social theory, resulted 
in a great literature on this theme. Certain German scholars had 
already begun to assimilate Marx’s theoretical work into the con- 
ceptual framework developed by the German historical school, 
among them some of the Kathedersozialisten, principally Toennies 
and Sombart. These bourgeois economists and social theorists were 
much concerned with the problem of the psychological foundations 

* See the address delivered by Weber on the anniversary ot Schmoller’s achievement, 
cited in C. Brinkmann, Gustav Schmoller und die Volkswirtschaftslehre (Stuttgart 
1937) p. 8 ff. See also Gesammelte Aufsdtze zur Wissenschaftslehre, p. 208, where he 
avows his membership in the historical school, though noting his deviation in the 
direction of a Kantian view of science. 

In Weber's essay on assuming the editorship of the Archiv in 1904, he set forth the 
leading principle that social science research must be oriented to the understanding 
of the modern world, and declared that because of its crucial importance the unbiased 
investigation of capitalism was an imperative task for the social sciences (“Die Objec- 
tivitat der sozialwissenschaftlichen und sozialpolitischen Erkenntnis,” now in Gesam- 


melte Aufsatze zur Wissenschaftslehre, Tiibingen 1922, pp. 170, 162 ff.) . See Marianne 
Weber, Max Weber (Tiibingen 1926) p. 2go. 
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of capitalism, and suggested certain corrections of the Marxist hy- 
potheses under the general rubric of “the spirit of capitalism.” 
Weber paid the highest tribute to Marx’s genius and recognized 
the enormous usefulness of the materialistic method as a heuristic 
device,” but he resisted all efforts to absolutize it into the sole 
method of social science, much less into a Weltanschauung. The 
truth value of this method, as indeed of all intellectual schemata, he 
_regarded as only “‘ideal-typical.” As against the Marxian doctrine of 
the economic determinism of social change, Weber propounded a 
pluralistic interactional theory. 

It is necessary to be clear as to the limited character of Weber's 
goal and the cautious manner of his procedure in this essay. In this 
first work inquiring into the influence of religious doctrines on eco- 
nomic behavior, he had not the slightest intention of producing a 
complete theory of capitalism, a social theory of religion, or even a 
complete treatment of the relation between religion and the rise of 
capitalism. The essay was intended as a tentative effort at under- 
standing one of the basic and distinctive aspects of the modern 
ethos, its professional, specialized character and its sense of calling 
or vocation. Already he was impressed by the dominantly rational 
character of modern life; and he was concerned to demonstrate 
that there were various types of rationalization, a fact generally over- 
looked by technological theories of history. 

“Defining capitalism from his historistic view as a unique system” 
~ 


“In “Die Objektivitat ...” (cited above) Weber indicated an interest in reestab- 
lishing the value of the method of historical materialism, but only in the functional 
sense. Yet he adds significantly that to derive capitalism from religious ideas would 
be quite inadequate (ibid., p. 169) . 

* It was Weber's contention that in the economic history of the world there was a ) 
whole scale of capitalisms, adventurous, piratical, usurious, speculative, financial, etc., 
and that modern rational industrial capitalism, idiosyncratic of our Occidental cul- 
ture complex, was distinctively different from these earlier forms. The nub of Weber's 
argument is that for the emergence of our type of capitalism there was required a 
combination of factors: the full development of certain economic tendencies, the 
beginnings of which had been apparent in the culture area but which had been 
impeded for various historical reasons; and the emergence of a “capitalistic spirit,” 
a morale or set of attitudes growing out of the various great historical forces which 


crystallized our distinctive Lebensform, 
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characterized by the general trends of antitraditionalism, dyna- 
mism, rationalism and calculated long-range industrial production, 
he was principally concerned to analyze and trace the genesis of the 
character-structure adequate to and congruent with it(In his view, 
modern capitalism was not the automatic product of technological 
development but of many objective factors, including climate— 
which influences the conduct of life and labor costs—and many 
social-political factors, such as the character of the mediaeval inland 
city and its citizenry. But he snstete aa Sere was ons factor whicit 
could not be ignored: the emergence of a rational, antitraditional 
spirit in the human agents involved. The two main aspects of this — 
are the evolution of modern science and its comparatively modern — 
relationship to economics, and the growth of the modern organiza- 
tion of individual life (Lebensfithrung), particularly in its practical 
consequences _for-economic activity. Weber's limited thesis was | 
merely that in the formation of this pattern of rationally ordered 
life, with its energetic and unremitting pursuit of a goal and es- 
chewal of all magical escapes, the religious component must be con- 
sidered as an important factor.” How important he was unable to 
say, and indeed he felt that in historical imputation such quantifi- 
cation is impossible.” Consequently his view was that no one can 
tell how the capitalist economic system would have evolved had the 
specifically modern elements of the capitalistic spirit been lacking.” 
In tracing the affinity between the bourgeois life pattern and cer- 
tain components of the religious stylization of life, as shown most 
consistently by ascetic Protestantism{ Weber emphasized the grad- 
ual genesis of « psychological habit which enabled men to meet the 
requirements of early modern capitalism. That is, instead of the 
entrepreneur feeling that his gaining of wealth was at best toler- 























* Archiv, vol. 31, pp. 598-99- 

* See ibid., vol. 26, pp. 277, 281, for a clear statement that his intention was only to 
trace the characterological effects of different types of piety, not to discover any pre- 
dominant factors in the historical occurrences of any particular epoch or any general or 
universal dynamic forces in the historical process; for him there were no such “ghosts” 
in history. 

*“Antikritisches Schlusswort” (cited above) p. 598. 


* Ibid., p. 597. 
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ated by God, or that his usuraria pravitas had to be atoned for (as 
did the native Hindu trader), he went about his business with 
sturdy confidence that Providence purposely enabled him to-pros- 
per for God’s glory, that this success was “construable as a visible 
sign of God and, when achieved by legal means, as a measure of his 
value before God as well as man. On the other hand, the hand- 
worker or laborer, with his willingness to work, derived his sense 
of a religious state of grace from his conscientiousness in his calling. 
Finally, because of the abomination of the generic sin of idolatry 
or apotheosis of created things (Kreaturvergotterung), as mani- 
fested in hoarding possessions, indulgence and frivolous consump- 
tion, the money accumulated in the exercise of a calling was turned 
back into the business enterprise, or saved. 

Weber strongly emphasized the importance to bourgeois accu- 
,mulation of planned this-worldly asceticism (innerweltliche 
Askese), as distinguished from other-worldly asceticism, and of the 
emotional type of pietism. He insisted that Protestant sects, espe- 
cially the Quakers and Baptists, engendered a methodical regula- 
tion of life, in striking contrast to Catholicism, Lutheranism and 
Anglicanism. His crucial point was that ascetic Protestantism” cre- 
ated for capitalism the appropriate spirit, so that the vocational 
man (Berufsmenschen) in his acquisition of wealth no longer suf- . 
fered from the deep inner lesions characteristic of the more earnest 
individuals of an earlier day, no matter what their apparent solidity 
and exemplary power. One example of this inner uncertainty re- 











* Archiv, vol. 31, p. 583, note 18, and p. 593. Weber firmly rejected (ibid., vol. 26, p. 
271) the contention of Fischer that the spirit of the methodical conduct of life had 
appeared before Puritanism. Weber insisted that this Lebensmethodik, which became 
an influential component of the modern ethic of calling, was altogether different from 
that of the Japanese Samurai, the Cortigiano, the knightly concept of honor in the 
Middle Ages, the Stoa, the “objective treatment” of life in the views of the Renais- 
sance (in the Burckhardt sense) , the counter-Reformation, or even some of the ideas 
of Bacon (in this respect close to Puritanism) , who stood midway between the in- 
fluence of the Renaissance and the Reformation. All these had their distinctive regi- 
mens, some of the components of which have entered the Lebensstil of the leading 
modern nations; but they were life rationalizations in quite another sense and direc- 
tion. These ideas Weber believed he had already expressed in the original essay (ibid., 
p. 278, note 2). 
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garding economic activity was the practice of restoring at death 
goods obtained by usury; another was the establishment of religious 
institutions to atone for financial success. ‘There were innumerable 
theoretical and practical compromises between conscience and . 
economic activity, between the ideal of Deo placere non potest, ac- 
cepted even by Luther, and the acquisitive careers entered into by 
many earnest Catholics.(In Weber’s view the noteworthy degree of 
congruence or affinity between the modern capitalistic system and 
the set of attitudes toward it made for a high inner integration, 
which was of great importance for the subsequent development of 
capitalism. It was this integration which was the central concern of 
his essay (Archiv, vol. 30, p. 200)..> 

Weber made it clear that it was his intention to analyze just one 
component of the generic Lebensstil of our rationalized civilization, 
among the many which stood at the cradle of modern capitalism, 
and to trace its changes and its ultimate disappearance. He warned 
against exclusive concentration on the religious factor, as exerted 
through the inner psychological motivations and the powerful edu- y 
cational force and discipline provided by the Protestant sects. It 
was, he insisted, only one factor, and he rejected all attempts to 
identify it with the spirit of capitalism, or to derive capitalism from 
it.” Taking the religious ethic of Protestantism as a constant, and 
assuming temporarily that it was predominantly a religious product, 
he proposed to trace the congruence between it and the charactero- 
logical type requisite for capitalism. It was his intention, however, 
to return to the problem and investigate the nonreligious compo- 
nents of the religious ethic.\ 

As to the insistence by some of his critics, such as Fischer™ and 
Rachfahl,” that the problem required a statistical-historical ap- 
proach, Weber recognized the need of research on the development 
of particular areas in order to determine the numbers and strength 
of the various religious groups involved, and the importance of the 


v 


* Archiv, vol. 30, pp. 197, 202. 


* Tbid., vol. 26, p. 273. 
* Ibid., vol. 31, pp. 592, 595. 
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vocational ethics in comparison with other factors.” But he insisted 
that his was a study in the sociology of cultures, investigating the 
convergence of religious and economic factors in the production of 
modern “rational” man, and that for his type of study the statistical 
method was not indicated. His concern was to ascertain the specific 
direction in which a given religion might operate, the diverse effects 
of a specific system of religious ethics on the style of life. This prob- 
lem, he felt, could be approached only by the “understanding” 
method of motivational analysis which he employed. In this first 
essay, therefore, he concentrated on tracing the complex ramifica- 
tions leading from articles of faith to practical conduct, in an acute 
and learned examination of the psychological motivations issuing 
out of Reformed Protestantism and leading to methodical rationali- 
zation of activity and the consequent encouragement of capitalist 
behavior and attitudes.” This thesis is carried through all the varie- 
ties of Reformed Christianity with a subtle and insightful dogmen- 
geschichtliche analysis. 

The Protestant essay was not regarded by Weber as a final or dog- 
matic formulation of a theory of the genesis or evolution of the 
Reformation, but as a preliminary investigation of the influence of 
certain religious ideas on the development of an economic spirit or 
the ethos of an economic system. He was not producing an idealistic 


* His acceptance of empirical research of the quantitative type in the social sciences 
was, however, rather limited. In his essay on Roscher (Gesammelte Aufsdtze zur Wis- 
senschaftslehre, p. 37), written before The Protestant Ethic, he appears to affirm 
Roscher’s attitude that only limited use should be made of figures by the healthy sense 
of the empirical investigator who wishes to understand reality, not dissipate it. Indeed, 
he thought it nonsensical to expect a statistical study of ultimate value attitudes yoce 
Archiv, vol. 28, p. 263; vol. 29, p. 529; vol. 30, p. 191) . 

* The decisive matter for him was the unbroken unity of the vocation with the inner 
ethical core of the personality. He admitted that there were numerous approaches to 
practical vocational ethics of this sort in the Middle Ages, but insisted that the spiritual 
bond was lacking. In the same way, this bond is lacking today, as appears clearly in 
all our talk about life and experience as a specific value, which implies a devaluation 
of vocational man. Modern capitalism, against whose works this recent attitude is 
directed, partly on reformist grounds and partly because of its connection with this 
type of man, no longer needs this support. To be sure, traces of the former importance 
of religious value for capitalistic development are still to be found (Archiv, vol. 31, 
PP- 593-94) , but by and large modern capitalism has become emancipated from such 


influences. 
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. (or as he preferred to term it, a spiritual) interpretation of capital- 
ism, deriving it from religious factors. Much nonsense has been 
written on this point because of his alleged rejection of Marxism.” 

Actually, he was an admirer of the Marxian hypothesis, only object- 
ing that it should not be made absolute and universal, a summary 
philosophy; but then he rejected all absolutes and all monisms. 

| Hence he rejected at least as forcibly any idealistic monism,” and in 
the essay and its supplements he explicitly disavowed the foolish 
attribution to him of any spiritualistic hypothesis.” “a 

He sought no “psychological determination of economic 
events," but rather emphasized the “fundamental importance of 
the economic factor.” He recognized clearly that economic changes 
arise in response to economic needs, and are conditioned by a wide 
variety of factors, including the demogogic, geographic, technologi- 
cal and monetary.” He recognized that capitalism would have arisen 
without Protestantism, in fact that it had done so in many culture:) 
complexes; and that it would not and did not come about where the | 
objective conditions were not ripe for it. He admitted that several 
other systems of religious ethics had developed approaches to the 
religious ethic of Reformed Protestantism, but he insisted that the 
psychological motivations involved were necessarily different; what 
was decisive was the ethos engendered, not preachments or theo- 
logical compendia, and this, he argued, was unique in Reformed 
Protestantism for a variety of reasons. He recognized that there are 
constant functional interactions between the realms of religion and 
economics, but in this study he concentrated on the influences 


* Even his wife overemphasizes this point. See Marianne Weber (cited above) p. 350. 
*® See his vitriolic attack on R. Stammler for the latter’s alleged theoretical victory 
over the Marxist method, “R. Stammler’s ‘Uberwindung’ des Marxismus,” in Gesam- 
melte Aufsdtze zur Wissenschaftslehre; also the various economic essays of the period 
1903-08. 

*“Die protestantische Ethik .. .” in Gesammelte Aufsdtze zur Religionssoziologie, 
vol. 1, pp. 54, 110; Archiv, vol. 25, p. 244 ff., and vol. go, p. 192. 

" H. M. Robertson, Aspects of the Rise of Economic Individualism (Cambridge, Eng. 
1933) Pp. Xii. 

* “Die protestantische Ethik ...” (cited above) p. 12. 

* Ibid., pp. 12, 38-39; General Economic History, p. 354; Wirtschaft und Gesellschaft, 
p. 808. 
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emanating from the side of religion. He not only indicated his 
awareness of the other side, but demonstrated how by an irony of 
fate the very fulfilment of religious injunctions had induced 
changes in the economic structure, which in turn engendered the 
massive irreligion of a capitalist order. He admitted that the re- 
ligious ethic itself is not determined exclusively by religion, and he 
clearly urged the necessity of investigating the influence of the social 
milieu, especially economic conditions, upon the character and de- 
velopment of religious attitudes.” 
Yet he held that the religious revelation of the founder of a sect 
J is an autonomous experience and not a mere reflection of accommo- 
dation to economic or other needs. It was his feeling that it is no 
solution to the problem of the distinctiveness of the Calvinist re- 
ligious form to say that it is an adjustment to capitalistic practices 
already in existence; the question then arises as to why Catholicism 
did not show the same results after making the accommodation. But 
when a religious revelation has become a social phenomenon and 
has given rise to a community, a process of social selection sets in 
and class stratification supervenes in the originally homogeneous 
religious group, causing the formation of distinctive, socially deter- 
mined differences within the religion.” Weber was going to study 
this side of the problem, but he never returned to the task. In The 
Protestant Ethic he concentrated on the religious factor alone, con- 
sidering it as though it were exclusively a religious entity. He was, 
however, well aware of the tentative nature of his contribution, and 
he sketched the mammoth and indeed unrealizable program of 
studies necessary before the project could be regarded as complete. 


< 


Ill 


By no means all the criticisms leveled against Weber were due to 
bias or failure to heed his cautions regarding the intention of his 
essay. First, there is the indubitable fact that as the essay stands it 
has certain elementary defects of structure, particularly because of 


* The Protestant Ethic (English translation) p. 183. 
*R. Michels, Probleme der Sozialphilosophie (Leipzig 1913) p. 192. 
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the incompleteness which exposes it to misunderstandings by a 
careless reader, although Weber protested that an academic critic 
should never be guilty of such malfeasance. Writing in the Archiv 
in 1908, Weber explained again the reasons for the noncompletion 
of the essay—partly personal factors, partly the pressure of other 
work and partly the fact that Troeltsch had begun to treat in the 
“most felicitous manner a whole series of problems that lay on 
Weber’s route,” which the latter was loath to duplicate; and he 
expressed the hope that in the coming year he might work on the 
essay and issue it separately. He admitted that critics had a right to 
charge that the original essay was incomplete, and he recognized 
the danger that the hasty reader might overlook this fact, but he 
insisted that it could scarcely be construed as an idealistic con- 
struction of history. 

Replying to Fischer's criticism,” Weber insisted that in the Protes- 
tant essay he had expressed himself with utter clarity on the relation- 
ship between religion and economics generally, but he none the 
less admitted that misunderstanding might possibly have arisen 
from certain turns of phrase! Accordingly he promised to remove 
in a future reissue all expressions which seemed to suggest the 
derivation of institutions from religious motives; and he expressed 
his intention of clarifying the fact that it was the spirit of a ‘“‘methodi- 
cal” Lebensfiihrung which he was deriving from Protestant asceti- 
cism, and which is related to economic forms only through congru- 
ence (Addquanz). In a later anticritical article,” adverting with 
regret to the incompleteness of the essay, Weber suggests ironically 
that had he completed it as promised by tracing the influence of 
economic conditions on the formation of reformed Protestantism, 
he would probably have been accused of having capitulated to his- 
torical materialism, even as he was now charged with an overempha- 
sis on the religious or ideological factor.” Hence, he insisted, his 
essay should properly be regarded only as a fraction of an investiga- 


* Archiv, vol. 25, p. 246 ff. 
* Ibid., vol. 30, p. 196 ff. 
* See also ibid., vol. 26, p. 280, note 5. 
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tion into the history of the development of the idea of vocation and 
its infusion into certain callings. 

Apart from its incompleteness this essay betrays the other faults 
so characteristic of most of Weber’s writing—a great carelessness of 
the reader’s requirements, evinced in the plethora of detail in the 
text and above all in the ocean of footnotes, inundating the reader 
and frequently sweeping him far from the mainland. His wife 
speaks of “die montstrése Form dieser Abhandlung,”” which was 
aggravated in the second edition when the ‘‘Fussnotengeschwulst”’ 
increased enormously. She sought, however, to justify this flood by 
pointing out that since Weber was using ‘“‘careful causal imputation 
of intuitively apprehended connections,” he wished to provide all 
possible proof in this extensive scholarly apparatus, and “to guard 
himself against any misunderstanding of his cautious relativiza- 
tions.” 

y__ The essay may be justly criticized for various errors of fact and 
interpretation. Weber himself later corrected some erroneous state- 
ments appearing in the original essay, as by indicating that when he 
had said that Calvinism shows the juxtaposition of intensive piety 
and capitalism, wherever found, he had meant only Diaspora Cal- 
vinism.” 

Another justifiable line of attack on Weber’s thesis is based on 
concrete researches into the economic history of the continent, prin- 
cipally Holland and the Rhineland. Both Weber and Troeltsch had 
based their work on inadequate study of sources, and had quoted 
Anglo-Saxon writers to demonstrate the effect of German and Neth- 
erland Calvinists on the economic development of the Rhineland. 
On the basis of investigations into the history of Holland—and it 
must be recalled that this republic was probably the first country 
in which capitalism developed on a large scale—recent Netherland | 
historians like DeJong, Knappert and de Pater“ find no proof to sus- 
tain such a theory of a connection between Calvinism and capital- 


* Marianne Weber (cited above) p. 351 ff. 
” Archiv, vol. 25, p. 245, note 5. 
“ J. C. H. de Pater, “Die tachtigjarige vorlog,” Geschiedenis von Nederland, edited 


by H. Brugmans (Amsterdam 1936) vol. 4, pp. 98-99. 
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ism among the Netherlanders. Further, Beins’ researches into the 
economic ethic of the Calvinist church in the Netherlands between 
1565 and 1650° lead him to raise serious objections to Weber’s 
thesis. A similar view is expressed in the important economic history 
of the Netherlands by Baasch, who stresses the secular factors in the 
evolution of capitalism in Holland which made the Netherlanders 
the chief bankers of the seventeenth century and by the end of the 
eighteenth made the colony of Jews in Amsterdam the largest in 
Europe.” The same adverse conclusion is reached by Koch’s inves- 
tigation of the economic development of the lower Rhine area“ and 
Andrew Sayous’ study of the Genevans; Hashagen’s essay on the re- 
lation between Calvinism and capitalism in the German Rhineland 
comes to similar conclusions.* Evidence has also accumulated that 
Calvinism did not have any necessary effect on the rise of capitalism 
in Hungary, Scotland or France. 

These researches militate against Weber’s hypothesis that the 
Calvinist belief buttressed capitalism or even favored its emergence. 
‘But this line of criticism readily degenerates into the oversimplifi- 

cation referred to above, that Weber was intent on establishing the 
causal primacy of the Protestant ethic in the genesis of capitalism 
and the necessary determination of the latter by the former wher- 
ever it appeared, The tendency toward such an oversimplification 
vitiates most of the arguments of Robertson and of Hyma, who 
closely follows him. In so far as all these writers, among whom may 
be included Brentano, See, Pirenne, Brodnitz and von Schulze- 
Giavernitz, construe Weber’s thesis as implying a necessary causal 


“FE. Beins, “Die Wirtschaftsethik der Calvinistischen Kirche der Niederlande, 1565- 
1650,” Nederlandsch Archief voor Kerkegeschiedenis, new series vol. 24 (1931) pp. 
81-156. 
“E. Baasch, Holldndische Wirtschaftsgeschichte (Jena 1927) pp. 7-8. These studies 
are summarized in A. Hyma, Christianity, Capitalism, and Communism (Ann Arbor 
1937) chap. 6; also “Calvinism and Capitalism, 1555-1700,” Journal of Modern His- 
tory, vol. 10 (1938) pp. 321-43. See also G. Brodnitz, Englische Wirtschaftsgeschichte, 
vol. 1 (Jena 1918) p. 283, note 3. 
“P. Koch, Der Einfluss des Calvinismus und des Mennonitentums auf die Nieder- | 
rheinische Textilindustrie (Krefeld 1928) . 
“ J. Hashagen, “Kalvinismus und Kapitalismus am Rhein,” Schmoller’s Jahrbuch, 


vol. 47 (1924) pp. 49-72. 
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influence exerted by Calvinism on the evolution of capitalism, they 
have misread Weber. 

Most animadversions on his thesis, even in works composed dur- | 
ing the last decade, spring from a misunderstanding or oversimplifi- ) 
cation of his theory, for which he is only slightly to blame. Surely 
Weber, one of the foremost historians of jurisprudence and eco- 2 
nomics in his generation, needed no reminder that the origins of | 
capitalism are complex and diverse, and are due to changes in eco- | 
nomic process as well as in spiritual outlook.* By and large most of 
his critics have simply not perceived the direction of his interest, | 
the moderation of his purpose and the caution of his procedure. ( 

Only a very few of his critics rose to the level of his argument and 
recognized that his errors or shortcomings were inherent in his par- ( 
ticular method. And the handful who did attack Weber’s method, 
such as See, Robertson, Walker and Borkenau, did so in ignorance 
of his writings on the nature of social science and the method appro- 
priate to it. Weber’s shortcomings were not due to ignorance, 
naivete or partisanship; on the contrary, he had a considered and 
subtle approach. An acquaintance with Weber’s views as to the na- 
ture and goal of the social sciences—his view of theory as only 
ideal-typical, and his peculiar method of historical research com- 
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“ Thus, in accounting for the nonappearance of a positive dynamic attitude toward 
capitalism in antiquity, despite the presence of “capitalist” activities, Weber remarks 
that the causes are essentially political, the requirements of Staatsrdéson and the au- 
tarchy of the polis. He held that the bias of ancient political theory against the gain- 
ing of wealth was not primarily ethical, at least was far less so than that of the mediae- 
val church, which was antipathetic to purely commercial relations because of their 
impersonal character. But he insisted that one could not leave out of consideration 
the psychological factor of the antipathy to work and productive activity in general, 
including business, which was the dominant attitude of the ruling class. There was no t 
ethical idealization of vocational activity (Erwerbsarbeit); and only among the 
cynics and Hellenistic-Oriental petty bourgeoisie are there even slight traces of such 


HK -*=- | &e A FR we ee 


activity. Thus the “economic man” of antiquity lacked the support for the rationaliza- c 
tion of economic life which his counterpart found at the beginning of the modern C 
period in the vocational ethic, largely a product of religious motivation. The lack of R 
integration in men’s attitudes to economic activity must therefore be accounted as ; 

bi 


one of the reasons for the nonappearance in antiquity of the modern type of capitalism. 
See “Agrarverhaltnisse im Altertum,” Handwérterbuch der Staatswissenschaften, 3rd 
ed., vol. 1 (1909) p. 66 ff.; Archiv, vol. 31, p. 593, note 25. E 
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mitted to the interpretative understanding of historical atoms, of 
particular emergents chosen on the basis of their cultural signifi- 
cance and understood by means of a controlled intuitive method — 
might have clarified the reason for a whole range of errors or inade- 
quacies in his Protestant Ethic. Certainly no validation of his 
method is here projected: clearly it has shortcomings; its usefulness 
has very plain limitations; and its employment is fraught with par- 
ticular occupational hazards. But any essay avowedly composed 
under that method should be evaluated on its own terms, as an 
essay in interpretative understanding. From this view not a few 
of the strictures here listed would lose their point, or would at 
least appear in their proper perspective as the inevitable conse- 
quences of Weber’s atomistic method. 

His employment of the ideal-type method leads to various dis- 
tortions, as in his overemphasis of the concepts of vocation” and 
predestination. Here a bias in the choice of the historical atom to 
be interpreted and in the definition of its character and influence 
makes itself strongly felt. The oversimplification induced by the 
method also extends to his construction of the Protestant ethic as a 
component of Calvinism, Puritanism, Pietism, Methodism and the 
Anabaptist sects,“ and to his treatment of Puritanism.* Another 
instance is his definition of modern capitalism, accentuating its nov- 
elty, rationality and ascetic character. Qnce he had so defined it he V / 
did not have much difficulty in discovering elements of congruity ” _ 
with the schematic construction of the Protestant ethic slanted in 
the same direction. To the empirical historian the whole procedure 
necessarily appears suffused by a tendency to idealization, with a 
comparative neglect of secular factors, economic, political and 
technological. 


“On the overemphasis of the importance of vocation in Protestantism, see Hyma, 
Christianity, Capitalism, and Communism (cited above) pp. 4, 125, and A. Fanfani, 
Catholicism, Protestantism, and Capitalism (cited above) p. 204. See also H. M. 
Robertson (cited above) pp. 6, 8, 28, 202. 

“See T. C. Hall, Religious Background of American Culture (Boston 1930) p. 210; 
but compare H. A. L. Fischer (cited above) vol. 2, p. 546. 

“See the Foreword by R. H. Tawney to the English translation of The Protestant 
Ethic, pp. 6-11. 
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. Weber’s method of atomistic isolation® necessarily leads to over- I 
simplification of a complex historical entity through the accentua- c 
tion and isolation of a particular component factor regarded as sig- c 
nificant from a certain point of view; its tracing of alleged influences f 
on the further course of historical evolution; and its tendency c 
toward reifying the particular component factors of a given histori- s 
cal entity. In the nature of the case this method cannot serve for the ii 
illumination of a total historical problem, or the interpretation of r 
a whole epoch or movement. n 
His pluralistic agnosticism, manifested in his refusal to pledge fl 
allegiance to any exclusive viewpoint lest it do injustice to the ti 

unique individuality of historical entities and the perpetual shift 
of cultural horizons, was laudable in intention. It seemed to be C 
pointing the way to the functionalization of research and inter- tl 
pretation in the social sciences. Actually, however, Weber's isolative tl 
treatment led to inevitable distortions. His method entailed the C: 
breakdown of any complex phenomenon into its components, and ce 
then choosing each one seriatim as a constant, tracing its effects on q 
the other variables. At the end of the process, he indicated, there tc 

would have to be a return to assess the varying force of each compo- 
nent in the actual historical composite, and to determine how ° A 
closely the empirical phenomena approached the ideal types he had ir 
formulated. This he had planned to do for his problem of the rela- ci 
tionship between the Protestant ethic and the spirit of capitalism, O1 
but he must have felt the infinite and impossible nature of the task. e 
Moreover, his approach offers no method for determining the inter- et 
~ relation of factors, the degree of influence pertaining to each, or li: 
their temporal variations, thereby leaving room for the play of dc 
personal evaluation in the choice and characterization of the par- ac 
ticular historical atoms. ¥ 
For the historian concerned with determining the causes of a of 
particular historical datum, the problem of timing historical phe- ec 
“ His method is dubbed “isolierend-kausal” by F. Borkenau in Der Ubergang vom 8 
feudalen zum biirgerlichen Weltbild (Paris 1934) . H. See characterizes it as “simpliste” Ne 
in “Dans quelle mesure Puritains et Juifs ont-ils contribué aux progrés du capitalisme mi 
moderne?” in Revue Historique, vol. 155 (1927) p. 63. tal 
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nomena and tracing temporal variations is one of the crucial diffi- 
culties arising out of the impossibility, inherent in Weber’s method, 
of determining the degree of influence to be assigned to the various 
) factors involved. The ideal-type method neglects the time coeffi- _» 
cient, or at any rate impairs the possibility of establishing time 
sequences, because it involves a telescoping of data. Granted, for 
instance, that Weber’s interpretation of Calvinist theology is cor- 
rect and that it was of the type that would result in activism, dyna- 
mism, industry, etc., the question still remains whether these in- \\ > 
fluences did not begin to exert a significant effect only after capi- ) 
talism had already reached a dominant position. 

Consequently, while there is readiness enough to accept the 
congruity between Calvinism and capitalism, it has been suggested 
that a consideration of the crucial question of timing will show 
that Calvinism emerged later than capitalism where the latter be- 
came decisively powerful. Hence the conclusion that Calvinism 
could not have causally influenced capitalism, and that its subse- 
quent favorable disposition to capitalist practice and ethics is rather 
to be construed as an adaptation.” 

The development of the Weberian thesis by Troeltsch, and his 
American disciple, Reinhold Niebuhr, meets this criticism by trac- 
ing the modifications induced in later Calvinism by the various so- 
cial factors impinging upon it after the first appearance of the 
original doctrine, such as religious wars, political pressures and the 
exigencies of acquisitive life. His rich analysis reveals how the social — 
ethic was the net result of the particular religious and ethical pecu- 
liarities of Calvinism, which showed a marked individuality in its 
doctrine of predestination, its activisra and its ethic, aiming at 
achieving what was possible and practical. On the other hand, 
Troeltsch emphasizes the importance in the evolution of the ethic 
of the republican tendency in politics, the capitalistic tendency in 
economics and the diplomatic and militaristic tendencies in inter- 





% This is the view of Tawney, Robertson, Laski (The Rise of European Liberalism, 
New York and London 1936, p. 34) . Hyma says, “Weber and his disciples have com- 
mitted a grave anachronism in their eagerness to prove a theory” (Christianity, Capi- 
talism, and Communism, cited above, pp. 126, 161) . 
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national affairs. All these tendencies radiated from Geneva, at first : 
in a very limited way; then they united with similar elements within 
the Calvinist religion and ethic, and in this union they became 
stronger and stronger, until in connection with the political, social 
and ecclesiastical history of individual countries they received that 








particular character of the religious morality of the middle classes 
(or bourgeois world) which differs from the early Calvinism of 
Geneva and France.® 

In the light of all this, Weber’s thesis must. be construed not ac- 
cording to the usual interpretation, as an effort to trace the causative t 
influence of the Protestant ethic upon the emergence of capitalism, I 
but as an exposition of the rich congruency of such diverse aspects € 
of a culture as religion and economicssThe essay should be consid- ( 
ered as a stimulating project of hermeneutics, a demonstration of V 
interesting correlations between diverse cultural factors. Although : 
at the time of the republication of the essay Weber insisted that he i 
had not changed his views on this matter at all, the whole intent of fe 
his later work does show an implicit shift of view, or at any rate of h 
emphasis. No longer laying the basic stress on the causal factors in t 
the economic ethic of radical Protestantism as related to the capital- o 
ist spirit, his later researches, culminating in the systematic sociology ti 
of religion, accepted rather the congruency of these diverse aspects st 
of our culture, and their subsumption under the comprehensive a 
process of rationalization. It is important to emphasize that some of ’ 
the distortions involved in Weber’s ideal-type method are neutral- ” 
ized in his later sociological studies of the non-Christian religions, " 
to which all too little attention has been paid. In these mighty (a 


studies, which are cultural sociologies of the Weltreligionen, Weber 
traces the influence of material, geographic and economic circum- 
stances on the religious and ethical ideas of different cultures. Yet 
though he treated religious norms, institutions and practices with 
cold detachment, he never denied the historical reality and power 
of the religious complex. His general view remained that human 


* Troeltsch, Social Teachings of the Christian Churches (cited above) vol. 2, pp. 
519, 645, 818, 894, 911. 
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affairs are infinitely complicated, with numerous elements inter- 
acting; and it was his unshakable conviction that to attribute causal 
primacy is to be guilty of oversimplification. 

In view of Weber’s limited intention and the cautious demarca- 
tion of his task (including the frequently expressed indication of 
its incompleteness), his idiosyncratic method which would not per- 
mit statistical proof or disproof, and his later supplementation of 
the original effort by systematic studies in the sociology of religion, 
it must be concluded that his task was justified by its results. Al- 
though the discussion of his problem has not in itself promoted our 
knowledge of past economic life in proportion to the considerable 
effort it has evoked, it has greatly sharpened our appreciation of 
Catholic and Protestant doctrinal history; and it has also paved the 
way for the formulation of an adequate social theory of religion. 
Weber’s essay on The Protestant Ethic is also in a peculiar sense an 
introduction to his massive system of sociology and his philosophy 
of history, and exemplifies in striking fashion the anfractuosities of 
his intellect and temper. As an illuminating tentative” approach 
to a great problem, as an introduction to the domain of the sociology 
of religion which it served to stake out, as the stimulus to a genera- 
tion of researchers in this new discipline, and finally, as the precur- 
sor of functional analysis in culture history, Weber’s essay deserves 
a better fate than it has thus far enjoyed. 


"A poignant expression of Weber’s feeling concerning the tentativeness of science 
and the fateful transiency of the achievements of the scientist, who must none the less 
accept this tragic fact as his destiny and persevere in his calling, is his eloquent essay, 
“Wissenschaft als Beruf,” now in Gesammelte Aufsdtze zur Wissenschaftslehre. 


(Lecturer, Graduate Faculty) 

















GESTALT THEORY 


BY MAX WERTHEIMER 


FOREWORD: BY Kurt RIEZLER 


In THe following pages Social Research publishes a speech that 
Max Wertheimer delivered at a meeting of the Kantgesellschaft in 
Berlin in 1924." The spoken lecture was taken down in shorthand, 
as Wertheimer had no manuscript, and only a few notes. The lec- 
ture so impressed his audience that he was urged to publish it, and 
to this he consented, making only minor changes. As Wertheimer’s 
only programmatic statement on gestalt theory in general, this is a 
unique document. It throws light on the inner impulse and leading 
ideas in the research already done and still to be done in gestalt 
psychology. It shows the attitude, spirit and passion of Max Wert- 
heimer better than has been done in any other written word of his, 
and better than can be done in any article in his memory. 

A few words may help the reader to recognize the philosophical 
attitude of the speaker in his spoken word. Wertheimer was a musi- 
cian and a logician and a scientist. But the “and” suggests an aggre- 
gate, and hence is wrong. As one he was the others, in a unique and 
intangible unity which was the inner form of the man and his 
thought, the touch of genius in him, and his simplicity. 

The marvel of the perfect melody posed a problem to Wertheimer 
the logician. The melody cannot be explained by starting from ele- 
ments and building up the form as a sum of relations between these 
elements. The single tone is what it is in the whole—as part, not as 
piece; and the whole breathes in every part. The melody is remem- 
bered, recognized; we can transpose a melody, change all its ele- 
ments, even some relations between them, but we still recognize it. 


* The translation, by N. Nairn-Allison, is as close to the original as possible. An ex- 
tensive excerpt is published in Willis D. Ellis, A Source Book of Gestalt Psychology 
(Harcourt, Brace: New York 1939). 
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It is the inner form that leads our recognition. As logician Wert- 
heimer saw the challenge of this logical problem reach into the 
center of the traditional logic of classes, and he started to doubt 
many an established claim. 

Max Wertheimer felt uneasy about a certain human barrenness 
in the scientific psychology of his time. The questions are empty; 
the answers are dead. The conceptual scheme, the logical tools do 
not fit, and thus violence is done to many marvels. He looked at na- 
ture with a pure heart and a humble mind, aware of our conceptual 
clumsiness, hating any violence, ready to respect the phenomena, to 
listen patiently to what they can tell us if we ask the appropriate 
questions in an appropriate language. The scientist in him would 
not consent to explain away whatever does not fit a preconceived 
scheme. To him a confused answer given by nature meant a con- 
fused question put by man. 

There are things, phenomona, a great many of them, where ele- 
ments, the single factors that seem to be given, cannot be isolated, 
changes cannot be correlated — things that resist and resent being 
cut into pieces. Looking more closely and submissively, he asked: 
maybe it isn’t even true that these single elements are given? Is this 
cutting into pieces the only method we have? No, it can’t be. There 
are other possibilities. He refused to sacrifice the living phenomona 
to arid cleverness. He was aware of what every mathematician is 
aware of: that mathematics has possibilities not yet exhausted or 
even explored, far beyond its present stage; and that therefore sci- 
ence is not entitled to tie the notion of scientific method to a precon- 
ceived scheme of order before consulting the subject matter. Rever- 
ence and deep respect for nature, a desire to let things be what they 
are, led him to mistrust the greater part of the psychology of his time. 
This mistrust led him to more and more important discoveries, 
which in turn justified his mistrust. Thus the scientist in him put 
questions to the logician; the logician posed problems far beyond 
psychology proper. 

He did not permit his belief in the gestalt to take the cheap way 
out of the romanticists who resort to the irrational. On the contrary, 
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concrete research was his pride, and his modesty. Observing this or 
that concrete instance, experimenting, sharpening the conceptual 
tools of a logic in the making, unriddling the riddle of a particular 
case, accepting the concrete challenge, neither generalizing nor an- 
ticipating, never submitting to shallow matters of course — this, not 
metaphysical speculation, was his passion. 

When we, the children of historical thinking, ask about his specific 
spiritual inheritance we should understand that such an historical 
question is alien to the man and his way. He did not think of history, 
nor care where he came from. He was not interested in his place in 
the history of thought. He followed no tradition, but heeded the 
call of his heart, the voice of the things. Yet if we insist upon asking 
the question, Wertheimer was, whether he knew it or not, cared for 
it or not, the heir of a great tradition which, as an attitude toward 
nature, may well outlive many current schools of thought and many 
arrogant anticipations of scientific results. It is the tradition of 
Spinoza and Goethe. 

Nature is a unity, though not a uniformity — one in all her varie- 
gated phenomena. His lecture shows his reluctance to believe in or 
acknowledge beforehand any split between organic and inorganic 
nature, nature and man, body and soul, science and history. Our 
separations of fields, realms, sciences and methods are preliminary; 
distinction, separation, classification do not solve the fundamental 
problem. What we are confronted with are different manifestations 
of a universal structure. Structural analogies lead more deeply into 
nature than do differences in material contents. Different aspects of 
nature in different realms of science may be but projections on dif- 
ferent yet still preliminary conceptual planes. In the words of 
Goethe, we can but explore the explorable and silently revere the 
unexplorable. 

Though Wertheimer never allowed this general idea of nature 
to enter his concrete research as a presupposition, and blind him to 
the phenomena, it never deserted him. It guided him as a heuristic 
principle, and enabled him to see many things that others could not 
see, and to open the eyes of friend and pupil. 
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ApprREss: BY MAx WERTHEIMER 


r What is gestalt theory, what is its aim? 

‘ Gestalt theory grew right out of concrete scientific work; it grew 
t out of definite, urgent problems in psychology, anthropology, logic, 
epistemology. Concrete problems were its starting point, and the 
work converged more and more on one fundamental, central prob- 
l lem. 

What was the basic situation? It was a situation that many stu- 
dents, many philosophers of our time alike encountered. It was a 
° situation that the young person, indeed the youngest beginner, had 
to face again and again. The problem: we come from the full real- 
ity of living events to science, of which we seek clarification, deeper 
penetration into the core of what is happening; and then we often 
find, it is true, instruction, information and connections — yet at 
the end we feel poorer than before. Let us take psychology as an 
example. After a particularly vital inner experience we turn to our 
books and attempt to discover how psychology, how science has elu- 
j cidated these matters. Now we read and read. Or we may ourselves 
carry out an investigation along the lines of the traditional methods, 
and we are left with the feeling of having gathered much and yet 
? actually of having nothing. Somehow what we considered the most 
| crucial, the most essential and the most vital has, through this proc- 
ess, been lost. 

) Let me be specific. Have we not all experienced the meaning of: 
: a pupil grasps the point? Have we not all personally experienced 
the process of such understanding — dawning enlightenment in 
mathematics or in physics? You should look and see what psychol- 
ogy, the textbooks on pedagogy, on educational psychology had un- 
til recently to say on this subject. I really recommend you do it some 
time, and do it from this viewpoint. One is shocked at the poverty, 
aridity, unreality, the utter triviality of what is said. One reads of 
concept formation, abstraction, generalization, class concepts, judg- 
ment, of syllogisms and maybe of associations. In addition, such fine 
words as creative imagination, intuition, talent and the like, are 
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sometimes introduced. They may suggest the most beautiful things 
to the reader, but if one wishes to add the beauty of scientific exact- 
ness, then a rigorous examination reveals that these terms merely 
name the problems but do not offer any factual grasp of, or any pene- 
tration into, the decisive issue. Science now has a whole collection 
of such ideas, which have also become fashionable among the cul- 
tured and which happily give free scope to the imagination, such as 
“personality,” “essence,” “intuition” and such like. But if we wish 
to penetrate more deeply, then these concepts in their concrete per- 
formance mostly fail completely. 

That is the basic situation which has already confronted many 
and which continues to face many more. How have they coped with 
it? It is a characteristic and very important feature of our cultural 
development that this self-same problem has reappeared everywhere 
during the last few decades, in every corner and cranny of the most 
diverse sciences. The attempts to solve it have been very different. 
You all know of the momentous attempts made to cope with this 
singular and rather sorry situation. There is, for instance, the effort 
at a radical separation of science and life. Science, it is said, has noth- 
ing to do with all these lovely things, science is sober and you must 
not demand of it what it cannot fulfil. You will recall the historical 
period of despair in science, when it was felt that by precise demar- 
cation of the realms of science one would escape the “rationalism” 
and “‘intellectualism” of science. Science, it was said, should not go 
further and has nothing to do with all the other matters. And this 
attitude was manifested by its strongest and best advocates with a 
truly grandiose resignation. 

Another way of coping with the problem was the attempted sepa- 
ration of the method of natural sciences from the humanistic disci- 
plines (Geisteswissenschaften). The theme was: we grant that the 
methods commonly considered scientific are necessary to the so- 
called exact sciences—the natural sciences— but to these alone. 
There is another region of knowledge, namely, the humanistic sci- 
ences, which must elaborate their methods in antithesis to the 
natural sciences, and renounce such delightful conceptions as de- 
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; terminability, stringent procedure, objective clarification. The hu- 
; manistic sciences simply use different categories. There are quite a 
/ number of other approaches, but these two examples may be 
; sufficient. 

What is the core of the situation? Are we then so sure that just 
, this is by necessity the dominant character of science? Are the exact 
a sciences really and necessarily and generally as we presumed them 
to be? Is it not possible that a certain attitude, certain fundamental 
assumptions concerning scientific method and approach have be- 
come widespread and have achieved prodigious maturity without 
being at all a necessary feature of genera! scientific method? Are we 
| sure that science does not contain inherent trends going in a quite 
| different direction, which are continually being stifled only because 
. of a seemingly necessary, omnipotent method? Is it not possible that 
this method may be adequate in certain matters and may fail in 
others? Is it not possible that something in the former basic attitude 
) of science frequently, though not always, blinds it in the face just of 
the essential, the living, the decisive factors we encounter in life and 
in the vital appreciation of events? 

Gestalt theory does not attempt to patch up or evade, nor does it 
endeavor to settle the problem by decreeing: this is science, life is 
different; other factors are at work in the spiritual realm than in the 
material. Gestalt theory does not seek a solution in a separation of 
the subject matter of knowledge. It endeavors at a crucial point to 
probe the innermost core of the problem, by asking: at this precise 
point is there not something in the approach, the basic thesis, the 
fundamental preconceptions, that used to be considered indispen- 
sable to the realm of science but in actuality is not so at all? 

For a long time it seemed self-evident, and very characteristic of 
European epistemology and science, that the scientist could only 
proceed in the following way: if I have before me a phenomenon to 
be investigated and understood, I must view it first as an aggregate, 
as something to be dissected into piecemeal elements; then I must 
study the laws governing such elements. Only by compounding the 
elementary data and by establishing the relations between the sepa- 
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rate pieces can the problem be solved. All this is not new; during é 
recent decades it has raised problems in the minds of most scientists. . 
Briefly characterized, one might say that the paramount presuppo- 
sition was to go back to particles, to revert to piecemeal single rela- . 
tions existing between such individual particles or elements, to { 
analyze and synthesize by combining the elements and particles into ‘ 
larger complexes. ¢ 
Gestalt theory believes it has discovered a decisive aspect in recog- C 
nizing the existence of phenomena and contexts of a different — of a g 
formally different — nature. And this not merely in the humanities. . 
The basic thesis of gestalt theory might be formulated thus: there I 
are contexts in which what is happening in the whole cannot be de- 
duced from the characteristics of the separate pieces, but conversely; c 
what happens to a part of the whole is, in clear-cut cases, determined c 
by the laws of the inner structure of its whole. c 
I have now stated to you a formula and could really stop here, t 
because this is gestalt theory, no more no less. Here, however, we c 
face another question. ‘This formula is today taught as the solution i 
of the problem by different — in practice by very divergent — groups t 
of theorists, with very different interpretation. So you see I could 0 
now, as I am sure many of you who came here today expected, b 
undertake to expound — as is generally the practice among philoso- " 
phers — the points of agreement, which sometimes converge nicely, 
and the points of dissension in interpreting this thesis. i 
My point of departure was that gestalt theory had emerged from SC 
actual research work. However, it did not only emerge from research li 
work; it also becomes a vehicle for research. What matters is not that a. 
a problem has been introduced into science from the outside, but 1 
that concrete scientific labor has uncovered the problem; that the ct 
concrete elaboration of the discovery lays bare the process of the vi 
inner laws. It cannot be eliminated, as is unfortunately so often 
done, by stating certain possibilities, systematizing, pigeon-holing th 
and then holding a world-review. The point is to penetrate to the sh 
real facts, armed with the spirit of the new method and guided en- P 
tirely by the objective character of the data. Such a thesis cannot be 
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discussed in generalities; it is a desire to progress, a dynamic force, a 
challenge to science. 

There is another difficulty which I shall illustrate briefly with an 
example from the exact sciences. If a mathematician propounds a 
theorem, it might be noted, catalogued, labeled and docketed in a 
specific historical, theoretical category and classified as to sphere. I 
do not believe that any working mathematician would do anything 
of the sort; philosophers, on the other hand, have unfortunately 
given such matters primary consideration for many decades. No, a 
mathematician would insist: you do not, you cannot grasp the theo- 
rem unless you understand its functioning, achievement and conse- 
quences; you have nothing if you have a mere formula, in its mere 
distinction from other formulae, without the conception of its 
dynamic functional relationship to the whole. This is radically true 
of gestalt theory, and it therefore naturally follows that an endeavor 
to explain gestalt theory in the course of an hour is not merely ex- 
ceedingly awkward, but must inevitably be doomed to failure. This 
is much more difficult than would be the case of a mathematical 
theorem, though the claims be as precise — since philosophy, in con- 
trast to mathematics, is not in the fortunate position of having the 
basic interpretation of every functional relationship recognized 
more or less identically by each and all. 

All the concepts used in this discussion, such as “‘part, 
“inner structural determination,” are heavily encumbered in philo- 
sophical discussion; everyone interprets them — they suffer particu- 
larly from being considered as cataloguing material insteau of as an 
aid to the penetration of concrete data; so that people frequently 
imagine themselves capable of settling these matters as they would 
certain “philosophical” problems, completely out of the blue, de- 
void of all actuality and far removed from positive scientific work. 

What, then, can I do? There is nothing I can do but take you to 
the workshop and introduce you briefly to our working methods, 
showing you how gestalt theory proceeds in the spheres of various 
problems and divergent scientific fields. 

Let me repeat. The problem, as I have briefly outlined it and the 
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situation from which it emerges, is not an isolated problem of a par- 
ticular science, but is fundamentally a problem of our times. Gestalt 
theory has not suddenly and unexpectedly dropped from the hea- 
vens above; but everything, from all the sciences, even the most 
diverse philosophical dispositions, converges upon the urgent 
solution of this the most fundamental — according to gestalt theory 
— of all problems. 

I shall revert to an historical episode in the history of psychology. 
In the field of psychology, when one turned from a living experi- 
ence to seek explanation and clarification in science — what did one 
find? He would find there were elements, sensations, images, will- 
power — even emotions as luck would have it. There were also laws 
determining these phenomena, and the scholar had only to make 
his choice or combinations in order to cover the phenomenon in 
question. In the course of this work, guided by this approach, more 
and more difficulties were encountered, culminating in a sharply 
accentuated form in the way the problem was formulated by 
Ehrenfels. 

It was an apparently simple problem; to an outsider, to a layman, 
approaching science from life, the mere asking of such a question 
would appear incomprehensible, for he would not understand why 
the question was put. It was as follows. We are capable of retaining 
and of recognizing melodies and optical figures. Everything psycho- 
logical is based on the sum of the elements. It is not at all surprising 
that anyone hearing a melody for the second time should recognize 
it by memory. From being a very simple question the situation had 
now suddenly grown entirely obscure: Ehrenfels, referring to obser- 
vations by Mach and others, considered that a melody is also recog- 
nized after it has been transposed. Nothing remains the same in the 
sum of the elements and yet I recognize the identical melody; I may 
not even know, under certain circumstances, that the elements be- 
fore me are different. For example, transpose a melody from C major 
to C# major and most people would not realize that the thing as , 
a sum of elements has completely changed. What is the reason for | 


this? 
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. There were various ad hoc remedies. Attempts have been made to 
[ save the situation by means of ad hoc theses; Ehrenfels proceeded in | 
- a radical manner, other psychologists branched out differently. If 
we consider Ehrenfels’ thesis today, we wonder how it was possible | 
' to produce a theory which did nothing positive but add an x, and at 
the same time we must marvel at the man’s daring in resorting to 


such a thesis in obedience to the demands made by scientific 
strictness. 

What, considered strictly, is the conclusion of Ehrenfels’ thesis? 
If a melody consists of six notes which I reproduce by playing six 
quite different notes and it is nevertheless recognized — what re- 
mains? Certainly these six elements are there as a sum-total .. . but 
besides these six a seventh has to be assumed, and that is the gestalt- 
. quality (Gestaltqualitat). It is this seventh element that makes it pos- 
sible for me to recognize the melody. And odd though this solution 
) may appear, there are many grandiose instances in the history of 
| science, for instance in physics, where a scholar, feeling the scientific 
responsibility of making some assumption, has had the daring to set 
, forth a crude but clear hypothesis which has in turn lent the greatest 
advantage to subsequent development, even though the positive 
side of the thesis may not yet have contributed to ultimate progress 
in the matter. 

There were other attempts at solving the problem. One solution 
pointed out that in regular transposition something remains un- 
changed, namely, the intervals, the relations. Some felt themselves 
compelled to assume such odd things as “‘relations,” in addition to 
the elements, as separate pieces. ‘This was done until it was realized 
that this assumption did not actually help matters. ‘There is a basic 
rule: something may be altered in each component part and still 
the whole remains identical, or very little may be altered and the 
whole is completely changed. This basic rule holds just as well for 
relations. The relations themselves may be considerably changed 
: and yet everyone may recognize the same melody; on the other hand 
the relations may be very slightly changed at some critical point and 
everyone will be aware that something quite different has resulted, 
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it will not be recognized. These, of course, are all matters upon 
which I can only touch briefly. 

Other remedies were also sought. ‘They belonged to that category 
so well known to all the sciences and which so frequently recur in 
similar situations in the history of philosophy, when it is said: the 
given phenomena — are acted upon by “certain higher processes,” 
and it is to these higher processes that such achievement must be 
attributed. 

This, then, was the situation until gestalt theory posed the radical 
question: is it at all the case that when I hear a melody I really hear 
the sum of individual notes, at least as a primary basis? Is it not per- 
haps the other way around, that what I have taken up in me, the 
manner in which I perceive the single tone, is that of a part deter- 
mined by the structure of the whole? In other words, what the mel- 
ody gives me is not built up (by some added aids) secondarily out 
of the sum of the individual parts, but what takes place in the indi- 
vidual part radically depends upon the whole. Is it not clear that the 
flesh and blood of a certain note in a melody depends upon the part 
it plays in that melody? that B asa leading tone of C is quite different 
from B as the tonic? that the role and function of data in a whole 7 
belong to the life and essence of the data? 

Again, I have had to abridge. 

I should now like to point to the series of problems which follows 
the posing of such a question. I shall first refer intentionally to a 
highly unpretentious, simple problem in psychology, the threshold. 
It has always been agreed that a stimulus evokes a corresponding sen- 
sation, that this sensation is constantly coordinated to the stimulus. 
Given a certain stimulus, I must, fundamentally, experience a cer- 
tain corresponding sensation; when the stimuli are different beyond 
a certain degree, I experience two different sensations. Many studies 
have been made on this score; the threshold experiments belong to 
the most thorough and the dullest in early psychology. These inves- 
tigations faced ever-increasing difficulties which scholars endeavored 
to master by explaining the dependency of such matters on higher 
mental factors such as judgment, illusion, attention, etc. — charac- d 
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teristically applying expedients that were typical of the older 
psychology. 

Then the radical question was posed: perhaps it is not at all true 
that corresponding to a definite sensation there is a definite stimulus, 
and is it not rather that what develops is that which tends to develop 
in this part of the whole? That is a simple formulation. It leads to 
experiments. ‘The experiment shows that the question whether I 
see one or two colors depends extremely upon the figural whole- 
qualities of the visual field and on other whole-conditions. It is pos- 
sible with the same piecemeal stimuli to produce, in an astonish- 
ingly extreme fashion, something completely homogeneous because 
certain figural whole-factors tend toward unity from within; while 
in the case of other figural whole-conditions with intrinsic pressure 
on separation, on segregation, on contrast, two different colors can 
be produced. And thus the task develops of analyzing the nature of 
those “‘whole-conditions” and their functioning. 

Our next step is to examine whether what I see in one part de- 
pends upon the part of what whole it may be. Does it depend upon 
its position in the whole, on what function it has as a part of this 
whole? Again experiment shows this to be the case. What I am 
pointing out is something that every painter feels. ‘There is nothing 
actually new in what I am saying, although no scholar would pre- 
viously have expected this dependency to be so crude that, for in- 
stance, of two parts under observation one can be turned into a 
lighter and the other into a darker merely by changing the whole- 
conditions, while objectively the stimuli remain the same. 

(I will not here go into the complications involved in the theory 
of contrast. The usual theory of contrast is, in my opinion, only a 
grand patchwork on the basis of the summation theory. It appears 
more and more clearly that the theory of contrast, though at first 
very plausible, fails for this very reason. It is not, in psychology of 
contrast, a question of a sum of “inducts,” namely of contrast-pro- 
ducing mutual influences of parts, but of gestalt conditions.) 

In the next step I assert: the conditions of the whole decisively 
determine what one sees or hears in one part of this whole. A human 
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being faces a field, and what happens there is essentially dependent 
upon the tendency of that field to become fraught with meaning, 
homogeneous, to be dominated by an inner necessity; this feature 
is one of the most enjoyable outcomes of our new approach. Fre- 
quently astonishingly strong means have to be applied to destroy or 
change the organization of a field which tends toward the mean- 
ingful, toward a good gestalt. 

From its whole-tendencies the field also derives its dynamics; and 
the dynamic, which was formerly hardly present in psychology, has 
now pressed its way to the very fore. In this connection some of the 
most extraordinary and yet some of the simplest relationships be- 
came evident. However, I do not speak of all these events, but will 
take another step in the same direction. Here I am — the Ego — first 
a part of the field. I am not fundamentally an Ego standing in relief 
against other Egos, as has usually been maintained; no, the genesis 
of an Ego is one of the strangest and most remarkable of phenomena 
which, it would appear, is also controlled by whole-processes. As I 
have stated, I am a part in this field. What happens then in this case? 
Will my behavior be, as a rule, determined by piecemeal experi- 
ences and the like? Experiments seem to show ever more clearly that 
this is not the case, but that here again laws determining the whole 
hold sway; and they are responsible for human beings reacting so 
frequently in a sensible, adequate way. 

Let us go a step further. It would not be correct to describe this 
field as though it primarily consisted of a sum of sensations. Here 
again the problem repeats itself. Primarily we should expect to find 
pieces, sensations. If we view the matter in this way, the queer con- 
sequence would have to be drawn that in the case of children, primi- 
tive tribes and animals, primarily only piecemeal sensations could 
be expected to exist. ‘To these would then be added something on a 
higher plane, and to that something higher, and so on. Research, 
however, wherever the attempt was made, has always shown the 
opposite. Only a few anthropologists, guided by self-deception, still 
maintain the conviction that it might still be possible somewhere 
to find the piecemeal basis of psychological phenomena. People 
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found themselves forced to admit that in fact what is psychologically 
vital is a tidal gulf of happenings, even in what is most simple; but, 
they added, in dealing with science we must analyze and get down to 
the elements — who would dare, scientifically, to attempt to grasp 
the rushing stream? And yet physics does it all the time! It is merely 
an outworn epistemological prejudice to suppose that physics deals 
merely in particles. On the contrary, physics has for many decades 
dealt just with what is flowing, streaming, controlled by whole- 
processes. 

Viewed from this aspect, it must undoubtedly become clearer 
that the primitive, the basic, the fundamental have little to do with 
the late cultural derivative — namely, elementary sensation. The 
romanticists understood this a thousand times better when they 
spoke of sensations in their sense of the word; they certainly did not 
mean a specific shade of red. Is it typical for a child or a primitive to 
experience a shade of red in the sense of elementary sensations? The 
stimulating, the gay, the strong, surely come much closer to the liv- 
ing facts and reactions of even the simplest of mankind. 

I have already said: the human being is a part of the field; but 
while being a part he has his whole-character and reacts as such. In 
place of the connection between a stimulus as piecemeal excitation 
of the peripheral nerves and piecemeal sensation, another relation- 
ship must be considered: the significance of what is for an organism 
a surrounding field and of the reaction of an organism to such a field; 
the effects of changes in the field-conditions and of changes in the 
condition of the organism. Here a reaction is not the experience of 
an isolated content and of a piecemeal behavioral response. Here a 
reaction is primarily a process of changed attitude, of striving, de- 
siring, feeling — not in the sense of a sum but of a structured whole. 

To proceed. While I can naturally only briefly indicate all these 
difficult problems, I hope I shall succeed in making it perfectly clear 
that everything I have said is based on concrete research and fre- 
quently on experimental decisions. Man is not only part of a field, 
but a part and member of his group. When people are together, as 
when they are at work, then the most unnatural behavior, which 
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only appears in late stages or abnormal cases, would be to behave as 
separate Egos. Under normal circumstances they work in common, 
each a meaningfully functioning part of the whole. Consider South 
Sea Islanders working together, or children at play. An Ego standing 
vis a vis or in contrast to the others usually develops only under very 
special circumstances. If for any outward or inner reasons a harmo- 
nious balance is not attainable between a person and the people 
with whom he lives, then definite disturbances of the equilibrium 
must appear and in extreme instances lead to precarious substitutes 
for the natural equilibrium which will transform the psychological 
structure of that person. This led to the hypothesis that a wide 
range of mental disease, for which no actual theory had previously 
been submitted, might be the consequence of such fundamental 
processes. I only use this as an example to show how the problems I 
am discussing are within the reach of strict scientific decision. 

I could proceed along these lines. This series of problems clearly 
leads to the problems of history of cultures and ideas — far beyond 
single provinces of knowledge. But I will leave this and instead con- 
tinue my illustrations. I said before that the concept of stimulus, 
the relationship between stimulus and sensation, must suffer radical 
changes through this method of approaching the problem and 
through its resultant consequences. These changes will enrich the 
concept and make it more concrete. This is not only so in the case 
of psychology, it is also true of physiology, of the biological sciences. 0 
Here also the expedient has been used of putting one little machine | 
beside another little machine — in summation — in order somehow 
to account for the meaningful — or as it is sometimes formulated, 
the purposeful — functioning of the living organism. Here again 1 
the concept of reflex is nowadays still frequently used as a blind 


coupling of two isolated parts that do not belong to each other. The ( 
piecemeal stimulus brings about automatically, mechanically, this ( 
or that piecemeal effect, in a completely arbitrary way. It becomes ’ 
more and more evident that in all probability this is not even true I 
of the most primitive organisms, such as the unicellular. 4 

In this field much clarification is due to the work of Driesch who, c 
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however, tries to master our basic problem in a different way. Fun- 
damentally the thesis of vitalism springs from the same problems 
but, from the point of view of gestalt psychology, it commits the 
error of trying to solve the problem by adding to what it considers to 
be blindly-functioning natural processes, something which in itself 
allows of no scientific treatment. It does so without questioning 
> whether the physical inorganic processes can be generally charac- 
y terized as piecemeal, blind, mechanical combinations of elements, 
; which are considered by many epistemologists as the only given data 
in physics. Koehler made a decisive contribution by demonstrating 
that there are processes even in inorganic physics which are genuine 
! whole-processes, where what happens to one part is determined by 
| the intrinsic structure and tendencies of the whole, not the other 
| way around. I might also mention briefly that it has already been 
possible to apply this approach to biogenesis, to the development of 
the organism. 

| What I want to emphasize in this context is simply this: I want to 
make it clear that the essentials of the foregoing selected psychologi- 
cal examples are manifested in fundamentally the same way in bio- 
logical, in organic and even in inorganic processes. Therefore, to 
solve the problem by saying that we are here dealing with a specifi- 
cally psychological phenomenon would seem to be an evasion, a dis- 
posal of the problem by having recourse to a distinction between 
different fields of science. It is possible — and in some cases certain — 
that whole-processes will vary very widely between the psychic and 
those to be found, let us say, in an electric field. But that does not 
alter the fundamentals. The fundamental question with which we 
wish to deal simply, clearly and strictly remains the same: is the 
meaning of a part derived from the intrinsic structure of its whole, 
or are the happenings of the whole a mechanical, piecemeal, acci- 
dental, blind consequence of the happenings in the single parts? 
This latter often happens in physics, particularly if a number of 
machines are coupled together, as in the case of man-made machines. 
This is a point where gestalt theory is least easily understood, be- 
cause, during the course of the centuries, numbers of prejudices con- 
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cerning nature have been conceived and piled up, such as that 
nature must follow blind laws and that what happens to the whole 
must occur through a process of summation. It was difficult enough 
for physics to banish teleology from its precincts. Teleology is really 
and truly no solution of this problem. Nowadays we have to apply 
quite different methods to attain a solution that used to be ap- 
proached by means of the crude, superficial thesis of purposivism in 
teleology. 

Let us take one step further. How about the relationship between 
body and mind? What about my knowledge of the psyche of another 
human being? There are ancient dogmatic theses on these subjects 
which have almost become part of us. The psychic and physical, it is 
said, are absolutely heterogeneous; they are two fields which ‘‘for- 
tunately” are completely divorced from one another. We have, to 
be sure, a number of metaphysical conclusions from this thesis, de- 
signed to make the soul appear very beautiful and nature pretty 
black. Moreover, if I am able to sense the psyche of another human 
being, if I know and feel what is going on in him, then this can only 
be due to an inference by analogy, that is, on the principle that a 
certain psychic something is coupled, is senselessly linked to a physi- 
cal something. I observe the physical and from it infer the hetero- 
geneous psychic something. The schema is about as follows: I see a 
person switch something black on the wall and conclude that he 
wants light. Such connections may exist. (Whether they arise, as is 
assumed, typically in a piecemeal coupling of the heterogeneous, 
might here be left undecided.) This dissection — the dilemma is the 
same in this field as in all others — has embarrassed numbers of sci- 
entists in the extreme, and to save the situation they have reverted 
to the oddest of theses. It is really an imposition on an unsophisti- 
cated person to ask him to believe, when he sees another person 
shocked, terrified, or angry, that what he has seen are just certain 
physical data; that they have nothing intrinsically to do with the 
psychological; that they are simply linked externally to what hap- 
pens in the other person. You have often before seen these two 
events coupled in your experience. . . . 
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The most varied efforts have been made to master the problem. 
People speak of intuition, they say there is no other possibility; after 
all I can see another person’s fear. It is not true that I merely see the 
physical process with which the other is senselessly coupled. The 
best part of the intuition thesis is the positive feeling that the thing 
must be really quite different. However, the word intuition can 
after all only represent a name for what one wishes to understand 
by it. Another thesis is analogous which explains that there is a 
psychic, spiritual seeing besides physical sight. It has been said for 
instance that it is equally ununderstandable that red should be 
seen at 700 wave-lengths as that another person’s fear can be seen; 
however — I see it with my mind’s eye. In their present form these 
theses are scientifically fruitless; what matters in science is produc- 
tive penetration, not cataloguing and systematizing. 

What then is the actual position? If we look more closely we shall 
discover a third prejudice, namely, that the psychological occur- 
rence, that which happens when a person is afraid, is a psychically 
conscious phenomenon. What! Imagine yourselves seeing someone 
behaving kindly toward his fellows, or living a pious life; cculd any- 
one seriously conceive of this man as actually having a correspond- 
ing, let us say — sweetish — feeling? Nobody means anything of the 
sort. What one has in mind is a characteristic psychological attitude 
and behavior, something which has yet very little to do with con- 
sciousness. One of the easiest expedients in philosophy has been 
simply to identify mind with consciousness. 

Let me illustrate my point. People speak of idealism as opposed 
to materialism, thereby suggesting something beautiful by ideal- 
ism and by materialism something gloomy, barren, dry, ugly. Do 
they really mean by consciousness something opposed to, let us say, 
a peacefully blossoming tree? When one considers what one finds 
repellent in materialism and mechanism, and what seems great in 
idealism, does one find the material properties of the elements to be 
the issue? Frankly, there are psychological theories and even plenty 
of psychological textbooks which, although they speak continuously 
only of conscious elements, are more materialistic, dryer, more 
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senseless and lifeless than a living tree which has probably no con- 
sciousness in it at all. It cannot matter of what materials the par- 
ticles of the universe consist; what matters is the kind of whole, the 
significance of the whole, the meaning of the whole, the nature of the 
whole. 

In returning to the more concrete problems I have been discuss- 
ing, it becomes rapidly evident that only we Europeans, at a late 
stage of culture, have hit upon the idea of separating the physical 
and psychic of many physical processes in this way. Think of some- 
one dancing. In his dance there is joy and grace. How is that? Does 
it represent on the one hand a display of muscles and movement of 
the limbs, and on the other hand psychic consciousness? No. But 
that does not solve our problem; it only sets the task. In my opinion 
we have been fortunate in finding a fruitful point of departure. 
There are actually many such processes which are revealed as iden- 
tical in their gestalt structure once we disregard the material char- 
acteristics of the parts. If a person is timid, diffident or energetic, 
cheerful or sad it can be proved — and such studies have been made 
—that the nature of the physical occurrence, which can be de- 
scribed concretely, and the psychological process, are identical or 
akin in their gestalt structure. 

Again I have only been able to intimate these points. The purpose 
of my example is to demonstrate the connection between our prob- 
lem and certain philosophical issues. I would stress this point even 
more. What is the position of the theory of knowledge and of logic? 
Theory of knowledge was fettered for hundreds of years to the dog- 
matic prejudice according to which the world consisted basically of 
summative particles, or bundles, as in David Hume and Kant. Kant 
implies dogma of senseless summation, although his theories quite 
frequently bear a positive relationship to our problem. And how 
about logic? What does traditional logic teach us? Concepts which, 
when strictly regarded, are sums of characteristics; classes, which, 
when strictly regarded in the light of the achievements of traditional 
logic, may be represented as sacks containing the members; syllo- 
gisms consisting of any two propositions thrown together at random 
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so long as they have certain necessary characteristics. . . . If one 
carefully considers what a concept is in living thought, or the actual 
grasping of a conclusion, or what is decisive in the course of a mathe- 
matical proof, then it will become clear that, in this sphere, the cate- 
gories of traditional logic are of no use. 

I will indicate how seriously I think the problem should be 
treated, by asserting that sensing it will get you nowhere — it may, of 
course, prove valuable from a human or artistic point of view, but so 
far as science is concerned, the task commences only upon the reali- 
zation that traditional logic is piecemeal in principle. That is the 
beginning of the task, which is really one of the most difficult — the 
beautiful question how, in principle, a logic is possible that is not 
based on piecemeal procedure. Nothing has been attempted so far 
that can compare in exactness to the achievements of traditional 
logic. I will now give you an extreme example. The development of 
a great many sciences culminated in the brilliant perfection of 
piecemeal methods — difficulties emerge and are apparently solved 
by additional assumptions. Just recall for instance the brilliant con- 
tribution Hilbert made to mathematical axiomatics. Consider the 
gain to science in attaining such essential clarification, and then re- 
member that what Hilbert does might be characterized as the 
strongest condensation of piecemeal procedure. If one were to dis- 
cuss the point with Hilbert, and contend that thus the most mean- 
ingless axioms could summatively be lined up together, he would 
answer that his mathematical instinct would protect him from any- 
thing of the sort. 

The question arises here in the field of mathematical axiomatics 
just as in the field of other problems: does everything mathematical 
have to be fundamentally piecemeal? and what would a mathemati- 
cal system look like that was not fundamentally piecemeal? Several 
attempts have already been evolved along these lines; they did their 
best, but they mostly quickly reverted to the piecemeal. It is a fate 
experienced by many, since training in piecemeal thinking is preva- 
lent and inveterate. Again the core of the problem is not solved by 
recognizing and proving that well-known mathematical axiomatic 
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statements are piecemeal and that certain aspects therein contained 
may be regarded as pointing toward a new method; no, the problem 
can only really be tackled to a certain degree when a start is made 
leading to positive results. The outline of such a procedure appears 
to some mathematicians for the time being as a tremendous prob- 
lem, but nevertheless as a problem that will perhaps have to be 
solved if, for example, we want to go ahead in the modern problems 
of quantum theory. 

This is an attempted survey of a few selected problems. I do not 
know whether I have achieved my aim. Perhaps I should in conclu- 
sion insert a summarizing basic statement. If I view the situation 
from the standpoint of set theory, and ask, how would a world look 
in which there was no science, no understanding, no penetration or 
grasp of inner relationships, the answer is very simple. Such a world 
would consist of a mere agglomeration of disparate elements. ‘The 
next question would be: what would a world be like, how must a 
plurality be conceived, if science should be able to proceed in a 
piecemeal way? This can also be quite simply characterized. ‘The 
only requirements would be the recurrence of couplings of a sense- 
less, piecemeal nature; then everything needed to operate tradi- 
tional logic, piecemeal mathematics and science would be at hand. 
There isa third kind of formation of set theory which, up to now, has 
not been sufficiently studied — that is, those sets where a manifold is 
not built up of separate elements but the whole conditions of a set 
determine the character and place of «ny particular part of this set. 

Figuratively speaking, then, what is the situation we are in? 
Everyone sees one particular sector of this world and this sector in 
itself is small indeed. Imagine the world consisting of a large plateau 
on which musicians are seated, each playing. As I walk around I 
hear and see. Here there are various possibilities, which are different 
in principle. Firstly, the world could be a senseless plurality. Every- 
one acts arbitrarily—everyone for himself. ‘The combination I 
would gain if I could hear ten of them or all of them at the same 
time, would be an accidental effect of what each of them does indi- 
vidually. This would correspond to a radically piecemeal theory 
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such as the kinetic theory of gases. A second possibility would be 
that whenever one musician played C, another would play F so and 
so many seconds later; I would establish some blind piecemeal rela- 
tionship linking the acts of the individual musicians which would 
again result in something totally meaningless. That is the concep- 
tion most people have of physics. However, correctly regarded, 
physics interprets the world differently. Our third possibility would 
for instance be a Beethoven symphony where from a part of the 
whole we could grasp something of the inner structure of the whole 
itself. ‘The fundamental laws, then, would not be piecemeal laws 
but structural characteristics of the whole. And with this I will con- 
clude. 





THE AMERICAN WORKER 
AND HIS EDUCATION 


I 


As A rule, people who speak of “the worker” or of “labor” mean a man 
or a woman “gainfully employed” at some manual occupation. This 
“worker” is not, however, a farmer, not a craftsman or an artisan or a 
tradesman keeping a shop. He may be skilled or unskilled, member of a 
trade union or an atom in the unorganized multitude; in certain occu- 
pations he may even be of the “white collar” class. What distinguishes 
him most from other groupings in a national economy is the fact that 
his means of earning a living is not in his own control. The “gain” of his 
employment is not a profit but a wage. This wage is paid by another 
who once had an absolute right to fix the terms of his employment; to de- 
cide, indeed, whether the employee should be employed at all. Upon that 
absolute right first the trade union and then the law has come to set cer- 
tain limitations. The idea of it, however, remains a potent force in the 
climate of national opinion, pervading our economic culture and in no 
small degree shaping the attitude and disposition of the laborious mul- 
titudes, including the trade union minority among them. 

Although the democratic revolution and liberalist philanthropy tend 
to infuse the word “worker” with a tender sentiment of appreciation 
and approval, emulative of that which still irradiates the word “gentle- 
man,” most workers would rather be “gentlemen.” For the gentleman is 
traditionally his own master. He is a proprietor of land, of a shop or a 
factory, of a doctor’s or lawyer’s office or a clergyman’s “study,” but he is 
not a “worker.” His occupations are not labor, but the practice of some 
“liberal art” or sport. Whereas the workingman works without living, 
the gentleman—and the busier he is, the more it is so—lives without 
working. The gentleman is the free man; the workingman is the unfree 
man. The gentleman is the free man because he has power over his own 
support. The workingman is the unfree man because the power over his 
support is not his own but another’s; and, in the words of the Federalist, 
“Power over a man’s support is power over his will.” 

So, in spite of several centuries of eloquent disquisition about “the 
dignity of labor,” the average laborer begins his career of labor with a 
vague dream—Mr. James Truslow Adams makes it the important item in 
what he calls “the American dream’’—of finding a way to operate his ca- 
reer of labor in such manner that its gains may enable him to turn 
instead to a career of leisure. He endures work-without-living in the hope 
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of a time when he may be able to live without working, “like a gentle- 


man. 

It is doubtful whether many of the plain men who work for a living 
share the revolutionary democrat’s and the liberal philanthropist’s emo- 
tion about “the dignity of labor,” or that the word “worker” conveys 
to them an idea of a human type more precious than any other, even the 
type “gentleman.” Also in Soviet Russia the plain man would rather 
belong to the Comrade Commissars than to the Comrade Workers. The 
laborer everywhere, being a workingman, feels labor to be a necessary 
evil that he will do without whenever and however he can. His attitude is 
universal and inveterate, and is confirmed and rationalized by Christian 
theology, which treats of work as the curse of God due to Adam’s sin; and 
by Greek philosophy, which regards manual labor as something proper 
to men who are but tools with life in them, and something entirely im- 
proper to human beings who are free men. 

In the light of these attitudes, “dignity of labor” is not a description 
of the status of laborers but a contradiction of their status, even in their 
own eyes. The concept is a device of the democratic revolution, which 
initiated the struggle of workingmen to become free as gentlemen are 
free; it is at once a challenge, a program and a sedative. As a sedative it is 
used, in the atmosphere of democracy, to ease the laborer’s feeling of his 
burden, and thus to confirm the state of things as they are; theologians 
like the brothers Wesley advised him to bear his misery with courage 
and resignation on earth that he might thus lay up the more treasure 
in heaven. As a challenge the concept cuts under the’ validity of the 
world’s dominant scheme of values and the ways of life which embody 
them. It rejects the invidious distinction between gentleman and work- 
ingman. It refuses to pay the penalties of subjection, servility and tribute 
which the gentleman exacted from the not-gentleman because he was 
not a gentleman. It takes its place among the other affirmations of the 
democratic enterprise which struggle to vindicate the right of human 
beings—who are different from one another and must live with one 
another—to be different without being penalized for their differences, 
no matter what the differences are, whether birth, property, occupation, 
sex, faith, culture, race. As a program the concept “dignity of labor” 
implies the abolition of special privilege for special groups, particularly 
“the proprietors of land, merchants, and members of the learned profes- 
sions” who, Alexander Hamilton argued in the Federalist, should con- 
stitute the polity of the American republic, holding the power in it, de- 
termining “the general complexion of the character of government,” 
and exercising an influence practically unmodified by “other descrip- 
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tions of men.” Ultimately, the concept transvalues the necessary evil into 
a natural good, exorcising the traditional curse and exalting labor, the 
ancient mark of civil bondage, into the new time’s token of natural lib- 
erty. 

To establish the equal worth of labor with leisure, to transform its 
dignity from an aspiration into a condition, means in practical terms to 
invest labor with all the rights and privileges of leisure, hence to trans- 
value servile occupations into liberal arts. It means to place the powers 
of government at the disposition of the laborious multitudes and to 
invest them with the liberties—civil, religious, military and economic— 
whose possession alone constitutes the “dignity of the free man.” The 
history of free society is the history of the unceasing and not unbloody 
struggle to reshape folkways and mores as well as laws into the way of 
life which consummates this intention. 

And this is why one of the most critical—perhaps the most critical— 
fields of the struggle has been education, education being the prime 
agency alike in the upkeep of ways of life and in their alteration. “That 
which contributes most to the permanence of constitutions,” Aristotle 
observed in the Politics, “is the adaptation of education to the form of 
government.” Time has in no way invalidated this observation. Quite 
the contrary. The record since the democratic revolution tells not only 
how the great revolutionary democrats, such as Jefferson and Condorcet, 
fought to reform education; nor only of the philanthropic liberals who 
followed them, such as Frances Wright, Robert Dale Owen or Horace 
Mann. The record recounts also the recurrent struggles of workers asso- 
ciated together to obtain equal education, for their children if not for 
themselves, and therewith to establish “the dignity of labor.” 

In his essay on “Labor and Public Education’* (pp. 25-47) Mr. 
Spencer Miller tells something of these struggles, though I am not sure 
he has fully realized the inwardness of their intent, or the bitter passion 
of their opponents, clerical and other, who feared that equal educa- 
tional opportunity might turn believing and obedient employees into 
skeptical “troublemakers” demanding participation in power over their 
own support. On behalf of workingmen the present carriers of the ideal 
of free public education for all the people are the national labor organi- 
zations, and the present carriers of the desires and fears of the opponents 
of such education are members of the Chambers of Commerce, the Na- 
tional Association of Manufacturers and the like. In the same volume 


* Theodore Brameld, ed., Workers’ Education in the United States, Fifth Yearbook 
of the John Dewey Society (New York: Harper; 1941) 302 pp., appendices and index 


36 pp., $2.50. 
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Mr. Frank Baker (“Relations with Public Education,” pp. 231-74) calls 
attention to a representative attitude of one sect of this group which, 
Aristotle and Jefferson to the contrary notwithstanding, contends that 
“by and large states are not preserved and strengthened by culture and 
education and knowledge,” and on this ground seeks to limit the educa- 
tion of all the people to no more than is required to “kill illiteracy.” This 
sect does not object to “vocational education” in so far as the latter is 
calculated to make a more efficient worker, that is, a better instrument 
of production, rather than a freer human being. It objects to the kind of 
education, concentrated in the liberal arts, whose skills and knowledge 
are, in the great tradition, the prime repositories of the freedom of free 
men. 

The “American dream” was that this freedom should be the inheri- 
tance of all Americans. The urge of the American people, the task of 
their public schools from kindergarten to state university, was to make 
education on all levels available to all the people. But in their concern 
to make it available, workmen and reformers alike failed to recognize 
that it was necessary also to adapt the subject matter, the methods and 
the organization of education to the theory and practice of liberty ac- 
cording to the new constitution. Thence it came about that the demo- 
cratic extension of educational opportunity was largely an extension of 
authoritarianism in method and traditionalism in matter. The school’s 
ideal of the free man’s skills and knowledge remained what it used to be. 
It was not altered from within. It now purported to offer to everybody, 
instead of the privileged minority alone, the outward opportunity to 
embody the pre-democratic invidious distinctions. To date, the college 
campuses continue to esteem schools of agriculture and engineering as 
somehow inferior to schools of liberal arts, while even the uppity, new- 
fangled schools of commerce and business, called into being by the needs 
of the commercial and banking establishments, are conceded only sec- 
ond place. In the order of social and academic precedence, the “arts” 
continue to hold the highest place, and the nation’s schools are geared 
first to train pupils for admission to the “arts” colleges. The degreé 
“bachelor of arts” remains, in spite of much deprecation, the degree 
which more than any other signalizes the “college education,” the edu- 
cation of a gentleman, which all Americans would provide for their 
children if they could afford it. 

If this education vindicates “the dignity of labor” it does so by equip- 
ping the laborer with the traditional accomplishments of the gentleman 
of leisure. Like Balaam, the democratic educational intent is found 
blessing what it came to curse. It admires a schooling which most of the 
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nation’s children are still very far from having available; and often 
pedagogue and demagogue alike call for “‘a free college education for 
every American child.” 


II 


The schooling of most American children stops by the time they are 
fifteen. At that age they pass, if they are lucky enough to find jobs, from 
the leisure of childhood to the labor of adulthood. Their bodies and 
dispositions continue to increase in size without necessarily changing 
in quality. Whatever their chronological age, most are likely to retain 
the mental and emotional age of the adolescence at which they were de- 
prived of education. Their work and their play are channeled by the 
neighborhood folkways and their personal habits. In the main, the events 
of their lives are recurrences like their morning coffee and the routine 
of their jobs. The routine inhibits intelligence, narrows and flattens ex- 
perience, dulls sensibility and tends to keep the worker a type immature, 
fatigued, submissive, credulous, afraid of change and thought. Every 
trade union organizer going into a new community has had experience 
of this quality in the people he has come to arouse to their own interest. 
Observers have noted also that trade union membership modifies the 
quality—modifies it because such membership extends the scope of the 
worker’s personality with certain loyalties, privileges and responsibilities 
which generally call for the suppling of routine by intelligence. 

The American Youth Commission emphasizes that labor organiza- 
tion is an essential component of the condition of national “harmony 
and progress,” but does not discuss the function of the trade union in 
connection with education.’ Though concerned with the importance of 
education and full employment for youth, as an insurance of the national 
future, the Commission ignores the potentialities of the trade union for 
both, perhaps because only a minority of the gainfully employed Ameri- 
cans have yet been brought into the unions. The Commission’s conclu- 
sions propose a maximum of educational opportunity for the nation’s 
children, with compulsory school attendance up to the age of nineteen. 
It wants the work of the schools so planned that they shall provide a 
general education conceived as “terminal,” not “preparatory,” yet as 
establishing youth on “the highest possible level of preparation for the 
social, economic and cultural problems which will be faced by his gen- 
eration.” Unless the country, when the war is over, “prepares on the wid- 
est scale to reopen permanently the channels of opportunity for youth,” 

* American Youth Commission, Youth and the Future, General Report (Washington: 
American Council on Education; 1942) 290 pp., $2.50. 
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1 unless employment be assured and a sound faith in life and the future 
r be established, the nation will face a youth “restless, dissatisfied, re- 
sentful,” a youth easily the wishful, willing dupes of any coughlin who 
will promise them pie in the sky and a scapegoat on earth. Only an edu- 
cation that will orchestrate personal problems with work, books, social 
studies, that will fuse culture with vocation, can establish such a faith 
and thus insure the nation against the eventualities of such a crisis. If 
the costs of this necessary education cannot be met otherwise, the federal 
; government should meet them, but without intruding federal control. 
And the need is especially critical for that one American youth in every 
ten who is a Negro. 

The Youth Commission obviously thinks of education in terms of the 
: tradition of the school system as seen in the frame of reference of the 
: American Dream. True, it puts work in the first place; but, by empha- 
sizing the compenetration of culture with vocation, it shifts the Dream’s 
traditional valuation a little, and looks to establish the dignity of labor 
by digesting the gentleman in the worker, leisure in labor. 

We get a hint of the potentialities in this process—only a hint—from 
Edmund Brunner’s report on the five-year experiment in community 
organization and adult education in Greenville, South Carolina.’ That 
town is the social and economic center of a representative cross section of 
the south. The seat of Baptist Furman University, it serves a county of 
sixteen townships: three of “‘hillbillys,” four of small owner-farmers, two 
of millhands in textile factories, seven of tenant farmers and sharecrop- 
pers. Between 20 and 25, percent are Negroes, fewest among the hill- 
billys, thickest among the sharecroppers, and at the norm among the 
textile workers and free farmers. With a five-year grant from the Rocke- 
feller Foundation as its major resource, the Greenville County Council 
for Community Development was organized, by bringing together rep- 
resentatives of some twenty-three functioning county groups. The staff 
consisted of paid officers and volunteers. Faculty members and students 
of Furman University were central to the enterprise, which enabled the 
university to provide an education for its students by way of projects 
affected with importance for the realities of the daily life of their com- 
munity. It was soon found that a “coordinator” for the whole undertak- 
ing was needed; also, of course, a special one for the Negroes. 

The undertaking endeavored to reach out to every aspect of the com- 
mon life. It brought together, through community councils in the 
various townships, groups to deal with characteristic problems of health, 

*Edmund de S. Brunner, Community Organization and Adult Education (Chapel 
Hill: University of North Carolina Press; 1942) 124 pp., $2. 
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recreation, country life and regional economy, consumer organization, 
municipal government, race relations. ‘The councils were more success- 
ful in the uncentralized country than in the urban areas, and most suc- 
cessful where the teachers knew how to function as leaders whose task 
is to stimulate interest and action in their followers, and not as masters 
whose task is to tell pupils what to think and what to do. There were 
“Live at Home” projects; there was a slogan, “It’s fun to learn.” The 
thing to be learned was how to make the most of the available resources 
of earning and living. Where learning was successful, the sharers in the 
enterprise all lived better. As a member of a Negro group put it, ““We’ve 
been taught how to do the things we all want to do, not told what we 
must do.” 

But—this community adventure in adult education was supported for 
the most part on the bounty of a philanthropic foundation. At no time 
was it self-supporting, and when at the end of the five years the bounty 
was withdrawn, the question of how to pay for keeping the enterprise 
going became critical. The alternatives were voluntary self-taxation or 
government support. Resort to either was hampered by the fact that, as 
usual, very small numbers of the people concerned had participated in 
the undertaking; that it had been obstructed by a sort of isolationist fear 
of “outsiders”; by the anxious powers and rivalries of vested interests, 
private and communal; by the whites’ characteristic blind hatred and 
fear of Negro freedom, handicapping all action; and by the failure of the 
hybrid components of the Council to learn in all the five years the art 
of orchestrating differences in free cooperation. 

The greatest successes came in the areas where organization was at a 
minimum and where analysis of the situation had preceded the projects 
launched. If the gains in freedom of communication and the conscious- 
ness of community were thin, they nevertheless were gains, and not the 
least of them were better understanding of racial relations, heightened 
communication, and chances for the exercise of otherwise atrophying tal- 
ents for democratic leadership. Dr. Brunner quotes the executive secre- 
tary of the Greenville County Council: “The ... Council idea, coordinated 
with a developing concept of the ‘community school,’ holds the greatest 
hope for the future of a creative rural life. With the school considering 
its task of education as extending from birth to death, with a curricu- 
lum increasingly built out of the ongoing everyday experiences of the 
people, and with a Council to give organizational outlet to cooperative 
efforts to serve community problems, the possibility of continuous indi- : 
vidual growth to the end that the ‘good life’ may be achieved for all, 
becomes a reality.” 
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III 


To no small degree the Greenville enterprise developed as the educa- 
tion of workers, but not as workers’ education. The general movement 
for adult education in which it is a singular event has perhaps had more 
“workers’ education” than the Greenville experiment. Although the 
latter dealt largely with farm workers and their skills and ways, it co- 
operated with the “People’s College” of the mill villages. It moder- 
ated in some degree the illiteracy of both whites and blacks, and drew 
close to one thousand adults into vocational training and self-improve- 
ment clubs. But trade unionism and the labor movement are nowhere 
mentioned as subjects either of theory or of practice. They were probably 
even more loaded with dynamite than the race question. Their absence 
from the curriculum is quite in harmony, however, with the—now 
changing—conception of democratic education in America, and an- 
other sign of the force of the educational tradition. 

In this respect adult education in general breaks with the tradition, 
though not in any marked way. It is congruent with the educational 
philosophy and program of the Youth Commission. It prolongs the 
dominant objectives of the national school system into adult life. 

To a much larger extent than writers on the subject seem willing to 
concede, workers’ education, as distinguished from the education of 
workers, on its record, does the same thing and, in the context of trade 
union backing and control, offers trade union members that opportu- 
nity to acquire and enjoy the liberal arts which has been so largely the 
American educational ideal. For the International Ladies’ Garment 
Workers this has come to fruition in a nationally admired musical com- 
edy, Pins and Needles, and in exhibitions of paintings by union mem- 
bers. 

The differentiae of workers’ education are not, however, to be found 
in this aspect of the workers’ school curricula, which fulfils George W. 
Perkins’ conception of education for workers as one enabling “the indi- 
vidual to get the possible best in life, regardless of the system we live | 
under.” The determining differentiae are two. Both are postulated on 
the conviction that the ideals and methods which have dominated gen- 
eral public education offer no nourishment to the worker’s interest as 
worker. 

One, however, derives from the dogma of the class struggle. The sen- 
timent that governs it is conveyed in the sentence quoted by Marius 
Hansome* from Thomas Hodgkin: “It would be better for men to be 
* Workers’ Education in the United States (cited above) Chapter 3, p. 49. 
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deprived of education than to receive their education from their masters; 
for Education in that sense is no better than the training of cattle that are 
broken to the yoke.” This sentiment seeks incarnation in “education of 
the workers in the interests of the workers.” It culminates in a theory 
of civilization and culture which makes labor the way of life, and calls 
the doctrine and discipline which should lead thereto “proletcult,” a 
fighting culture. Classes and ‘“‘workers’ colleges” maintained by the vari- 
ous Marxist sects are ostensibly such vehicles of “proletcult.” Variants 
within this frame of reference are such establishments as express the in- 
tent of the three Americans, Charles Beard, Carl and Walter Vrooman, 
when, in 1899, they founded Ruskin College, in Oxford, England. As 
Walter Vrooman then said, “We shall take men who have been merely 
condemning our social institutions, and will teach them instead how to 
transform those institutions, so that instead of talking against the world, 
they will begin scientifically and methodically to possess the world, to 
refashion it, and to cooperate with the power behind evolution in mak- 
ing it a joyous abode of, if not a perfected humanity, at least a humanity 
earnestly and rationally striving toward perfection.” 

The other differentia rests upon a more or less conscious acquiescence 
in the national culture and its economy. The trade unions and their 
members are regarded as an organic component of the national life, but 
still without the power and status that their role should command. 
Workers’ education is conceived as one way to secure that power and 
status. The educational instruments developed within this frame of 
reference are of several sorts. There are the schools and classes that 
some trade unions maintain for their members, wherein an effort is 
made to impart the knowledge and skills essential to effective participa- 
tion in the affairs of the union, if the union is to be kept thoroughly 
democratic and its leaders responsive and responsible. The subjects 
range from parliamentary law to all the steps and contexts of collective 
bargaining. Some unions, like the International Ladies’ Garment Work- 
ers, also conduct classes for the training of union functionaries. All may 
contribute to the upkeep of special enterprises, such as the Affiliated 
Schools for Workers. They may share in maintaining schools of higher 
education for trade union functionaries, such as the competent Brook- 
wood Labor College has been. 

In recent years the most important political event within this frame 
of reference was the Wagner Act. Its consequences in the activities of the 
National Labor Relations Board modified many trade union relations 
and thus the subject matter for the technical education of trade union- 
ists. Another event was the formation and upkeep of classes for workers 
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under the WPA. But perhaps the most significant, in terms of the his- 
tory of education in America, is the provision recently made by institu- 
tions of higher learning for the education of trade union functionaries, 
of trade union members, or of both. The Harvard Graduate School of 
Business Administration has begun to offer fellowships, partly financed 
by the unions, for trade union officials. The University of Wisconsin 
> made place, in 1937, for a School for Workers which, its sponsors hoped, 
might achieve a status not unlike that of the university’s school for 
- farmers. 

Ernest Schwarztrauber tells the tale of the Wisconsin venture.* The 
effort was to set up a tax-supported educational enterprise for workers, 
with a residential school in Madison, and an extension and correspond- 
) ence service. It has had a varying fortune. Currently the enterprise con- 
sists of a summer school, providing, under the auspices of the university, 
a series of short-term institutes for members of such unions as the 
ILGWU, UTWA and the like. Its organic incorporation into the uni- 
versity organization, on the same basis as the colleges of agriculture, 
engineering and their ilk, remains problematical. 

It remains problematical, not alone and not chiefly because of the 
influence of party politics on university policy and finance. It remains 
problematical because of the disposition of workers, organized and un- 
organized alike, toward education in the form of schooling. Regarding 
this, the experience in Wisconsin, one of the most alertly democratic 
states in the Union, is typical of the nation, New York included. Mr. 
Schwarztrauber found that his enterprise was entering into competition 
with many other interests and activities for the free time of the worker. 
He found that enrolment, attendance, continuity and growth were in- 
fluenced by such factors as the age and stability of the union, the attitude 
of the leaders, the attractiveness of movies and other entertainment, the 
existence or absence of disputes with management, the charges for classes, 
and the personality and methods of the teacher. He found that the or- 
ganizational interest in education was far from great, and that the larg- 
est enrolment ever counted was but a small fraction of the membership, 
even of the active membership who are the dynamic factors of a union’s 
existence. He found that of the teachers, few were available who could 
meet their classes in the mood, the knowledge, the philosophy of life and 
labor, the open mind and comradely attitude, the progressivism, that all 
adult education calls for, and workers’ education especially. He found 
that popular, that is, effective, teachers were likely to be complained of 

° Ernest E. Schwarztrauber, Workers’ Education: A Wisconsin Experiment (Madison: 
University of Wisconsin Press; 1942) 177 pp., index 4 pp., $1. 
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by outsiders as “red,” and by insiders as disloyal to “our side.”” He found 
a disposition on the part of union authorities to insist on conformity to 
certain doctrines and ideas—those being such as constitute the vested 
interests, general and particular, of the union organization. Alice Han- 
son, Eleanor Coit, Hilda Smith,’ bear the same general testimony. 

For the reasons given, and for many others, there are proportionally 
fewer trade union workers in workers’ classes than there are trade union- 
ists in the total number of Americans “gainfully employed.” A far smaller 
proportion of the more or less 100,000 administrative officers of unions 
are schooled in their professions than of their counterparts in manage- 
ment, with whom it is their duty both to collaborate and to struggle. 
What they and the workers to whom they are responsible should know, 
where and when they should learn it, and how they should use it, is 
immediately governed, of course, by the conditions in the industry where 
they earn their livings. But an equal if not greater influence is the atmos- 
phere of the entire economy, spiritual and material, in which they live 
their lives. 

In the United States one of the most powerful institutions renewing 
and sustaining this atmosphere, in so far as “the American Dream” desig- 
nates it, is the educational establishment, traditionally dedicated to the 
education of workers as free men. If the American school is deficient — 
and the report of the Youth Commission indicates how much is needed 
to supply its deficiencies—it is deficient because, with the best will, edu- 
cation in America has not yet been brought to the optimum of what 
it can contribute to the support of government of the people, by the peo- 
ple, for the people—who are so largely working people. It has not yet 
sufficiently equipped Americans with the knowledge, the skills and the 
associative techniques in which a man’s “power over his own support” 
resides. It has not yet sufficiently rubbed out the traditional boundaries 
between the industrial and the liberal arts, between the intellectual 
virtues and the manual skills, between vocation and culture. In the 
schools “the dignity of labor” has not yet been lifted from a consoling 
phrase into a liberating program; the idea “gentleman” has not yet been 
taken up and digested in the idea “worker.” 

These are objectives which organized labor, in the days to come, 
should undertake to achieve in the nation’s schools, where the educa- 
tion of most of the nation’s workers takes place. To undertake them 
would mean a considerable enlargement of labor’s concern with the 
nation’s school system. What the system accomplishes in this direction, 
both in the education of youth and in adult education, will define what 


* Workers’ Education in the United States (cited above) Chapters 6, 7, 8. 
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d specifically ‘“‘workers’ education” will need or want to aim at. The latter, 
‘0 as it stands, has still a very long way to go to match the achievements 
d of farmers’ education in scope of subject matter, methods and numbers 
n- reached; it has still farther to go in order to establish “the dignity of 

labor” as the universal value of free society. The next steps for “workers’ 
y education” are, first, clearly to work out curricula and to perfect methods 
1- which will bring a wide extension of its base among the memberships 
T of the trade unions; second, to recognize the professional, as distin- 
S guished from the natural, equipment that trade union leaders require; 
2 and third, to develop standards that will match the best which manage- 
. ment and the learned professions set for their personnel. 


E Of course, none of this can be done without money. Organized labor 


s might insist, as Mr. Schwarztrauber believes it should, that its education, 
eC like that of scientific farmers, is a legitimate charge upon the nation’s 
, schools. The union movement might itself share with a private institu- 
tion of higher learning, as certain unions do with Harvard, the costs 

of training the persons it designates. Or it might undertake to develop 
5 separate and sovereign institutions of higher learning for the training 
, of labor leaders, such as Brookwood aspired to be, entirely and ade- 
: quately financed out of union funds. But such a labor college would be 


a sectarian academy, like a Baptist or Catholic or other theological 
seminary. In religious education the modern trend has been away from 
that sort of separation toward the type of school of which Union Theo- 
logical Seminary is the outstanding example. On the record, the trend 
is analogous in the labor movement. 


H. M. KALLEN 
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SFORZA, CARLO. The Real Italians — A Study in European Psychol- 
ogy. New York: Columbia University Press. 1942. 156 pp. $2. 


Count Sforza is perhaps the only one among the outstanding Italian | 
antifascists who has consistently refused to take Fascism seriously. For 
him Mussolini was always “that poor, silly man” who was trying to do : 
an impossible and unnatural thing, and, of course, was bound to fail. 
In spite of living as an exile for fifteen years he never lost his confidence ‘ 
in the ultimate downfall of Fascism. Now his expectations have been i 
realized, and he has returned to Italy, where he is helping to eliminate ] 
the vestiges of a disgraceful period. 

The underlying purpose of The Real Italians — which is a revised 
edition of a book originally published in France in 1934, when the suc- 
cess of Mussolini’s regime was approaching its climax — is to show why 
Fascism could not be a permanent disease in Italy. Not being a believer 
in the economic interpretation of history, Sforza is not concerned with 
the often repeated definition of Fascism as the last stage of capitalism. 
He leaves to the specialists the task of showing the interplay of economic 
forces prevailing in modern Italy, and proceeds to the reductio ad ab- 
surdum of Fascism by contrasting it with the history, tradition, customs 
and temperament of the Italians. 

The book, however, is anything but a mathematical demonstration. 
Its nonchalant and conversational approach is delightfully asymmetric 
and nonscientific. It is full of revealing images and anecdotes, and its 
scintillating style reminds one of the cracklings and flashes of the fire- 
works that fill the Florentine skies during the summer night of San 
Giovanni. 

A fastidious reader may find much to criticize in the book. Some of 
Sforza’s generalizations are undoubtedly too hasty, and his colloquial 
style is sometimes awkward in the English text — which leaves much to 
be desired both in the translation and in the editing. But, in spite of his 
apparent casualness, the author has packed a good number of original 
and sound ideas in this little volume. He succeeds in illuminating some 
aspects of the nature of his people with a vivid souplesse which recalls 
Stendhal’s pages on Italy. 

Count Sforza is frankly enamored of his country, and, although he 
tries to be objective and carefully refrains from all rhetoric, the final 
picture of Italy which emerges from his description is more a product 
of love than of detached appraisal. Sforza is so thoroughly convinced 
that the “real” Italy is antithetical to Fascism that he calls the latter “a 
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brief interlude of unreality.” One might remind him of Manzoni’s Don 
Ferrante who, in the midst of the worst plague that had ever stricken 
Milan, proved philosophically that it could not possibly exist. But Count 
Sforza is on much more solid ground than Don Ferrante, and the spon- 
taneous exultation of the Italian people over the fall of Mussolini is 
evidence that Fascism, even if real, was no more than a superficial illness 
in Italy. 

The main contention of the book is that Fascism was anti-Italian be- 
cause of its totalitarianism: “The peculiar genius of Italy is particular- 
istic; the opposite of particularism is Fascism, which is totalitarian by 
necessity.” 

Sforza is at his best when he describes the great variety of types that 
form the Italian nation. He understands and loves their habits and pe- 
culiarities, their dialects, the hidden significance of certain of their 
interjections, such as gia’, ma, or pazienza. The Italian people are old, 
and they are shown in this book as intimately bound with their past. 
Sforza sees the common folk of present-day Italy as a combination of the 
shrewd peasant Bertoldo — the buffoon of King Alboin’s who, having 
been condemned to death, asked as a boon to be allowed to choose the 
tree from which he would be hanged, and after twenty years of traveling 
at the king’s expense had not yet found a suitable tree — and the ascetic 
friar Michael who went to his death in the name of Christ rather than 
repudiate his criticism of the Pope’s corruption. Yet, in spite of their 
regional differences and their marked individualism, all Italians have 
in common a great love and respect for the family bond, and the feeling 
of belonging to one nation. In the Italian peasant, as in the Chinese, 
there is a “deep-rooted union with an earth which no longer holds any 
terror for him and with which he has contracted a sort of secret mar- 
riage.” 

For all their particularism the Italians, according to Sforza, are also 
“the most universalist of European peoples.” ‘This supernational aspira- 
tion has produced some of the loftiest conceptions of world order in the 
minds of Dante, Aquinas, Mazzini, but is also responsible for a frequent 
defect of less noble Italians: a feeling of frustration and dissatisfaction 
with the present and a recurrent nostalgia for the Roman empire. 
Sforza, like Borgese in his Goliath and Benedetto Croce, considers the 
myth of Rome as the greatest obstacle to the formation of an Italian 
national consciousness, and identifies the Roman empire with a period 
of intellectual and political decline. The best formative period for the 
Italian nation was rather the Middle Ages, the time of the self-governing 
Comuni, the Lombard League against the German emperor, the fervor 
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of an unparalleled artistic and intellectual life. ““The fascists,” says I 
Sforza, re-echoing the literary and political controversy between roman- I 
tics and classicists which was debated throughout the Risorgimento, 
“could not understand the greatness of the Italian Middle Ages, in which t 
everything was disorder and life.”” Mussolini’s bombastic resurrection of o 
the hollow slogans of the Roman empire is another proof of the deca- si 
dent and unhealthy character of the Fascist doctrine. i 
In order to understand the spirit of the common people of Italy one si 
should turn to the little-known story tellers, to the vernacular poets or to b 
the Commedia dell’ Arte, rather than to the recognized masters of Italian Pp 
literature. With a few exceptions the latter have become remote from a 
Italian life, being more preoccupied with following classic rules of aes- §' 
thetics than with expressing the spirit of the people. But the foreigner x 
who tries to understand the Italians, no matter how well informed and d 
discriminating he may be, is warned by Sforza not to make a hasty or fa 
bookish judgment: “It is easier to discover the complexity of Italians » 
than their simplicity.” 
st 


In this book Sforza proves entertainingly and convincingly that the 
“real Italians” could not possibly be “real fascists,” and that Mussolini’s Pt 


attempt to make a regimented and warlike people of the humane, indi- a 
vidualistic and tolerant Italians was sheer madness, and necessarily led al 
to disaster. What Sforza does not explain, however, is how such a people, de 
with all their qualities, have been now and again the prey of external or a 
internal tyrannies. = 

m 


A partial answer to this question may perhaps lie in the lack of politi- 
cal interest of a still too great number of Italians. There is a dualism in 
many Italians between private and political life: people who are devoted pe 


to their families and scrupulously honest in their trades are often indo- - 
lent or cynical in their attitude toward the res publica. Sforza ascribes po 
this aloofness to the skepticism or, as he puts it, the “ironical pessimism” di 
of a people who have lived too much history and have experienced too th 
many disappointments to become excited over one political formula or ” 
another. This attitude undoubtedly has produced a sort of impermea- = 
bility to Fascism in the “real Italians,” but it is also a factor that facili- bli 
tates a tyrant’s rise to power. It will be one of the most urgent tasks in ton 
the establishment of a working democracy in Italy to stimulate the peo- as 
ple’s participation in the public administration, and to convince even do 
the Italian peasant that politics is as important a part of man’s life as the a 
health of his cow. 
PAoLo ConrTINI the 
for 


Washington, D. C. 
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KUHN, HELMUT. Freedom, Forgotten and Remembered. Chapel 
Hill: University of North Carolina Press. 1943. 266 pp. $2.50. 

Kuhn’s study of totalitarianism, especially of National Socialism, is 
the mature fruit of a highly intelligent observation. His interpretation 
of what happened in Germany is a kind of commentary on a famous 
statement of Dostoevski: “Believe me, man knows of no more press- 
ing concern than to find one to whom he may give up, as fast as pos- 
sible, that gift of freedom with which he, miserable creature, was 
born.” Since the secret of human existence is not in life, but in a pur- 
pose of life, the most positive temptation to give up one’s freedom is 
not the offer of bread and security but of purpose. Hitler promised and 
gave bread only incidentally; the true tempter, he enthralled the con- 
science. Good or evil, he gave a purpose. The disturbing problem which 
democracy must face lies not so much in the military might of the 
fascist leaders as in the spiritual power they exert on the mind of their 
nations. 

The submission of the German people to a man like Hitler is under- 
standable only as a responsible act of freedom, of choice and decision, 
perverted into an abdication of freedom. We are free to attain as well 
as to lose our freedom. It is not a comfortable gift, but an uncomfort- 
able burden. We pamper ourselves with too facile a concept of free- 
dom if we think of it as the result of inevitable progress and civiliza- 
tion. It is true that there was much violence and coercion when Hitler 
came to power, but there was also much enthusiasm and voluntary sub- 
mission. 

According to Kuhn the oblivion of freedom—actual in Germany, 
potential everywhere—has its historical roots in German romanticism 
and in western eighteenth-century rationalism. Historicism and either- 
or philosophy, the two modern schools of thought in postwar Germany, 
divided the task of destroying the idea of freedom, the one attacking 
the freedom of choice and the other its rationality. Historical relativism 
and existential absolutism came to an ominous fusion, the first re- 
nouncing choice and decision, the other conceiving of decision as a 
blind leap in the dark. Historicism led to the acceptance of every his- 
toric manifestation of life, while existential philosophy fled from the 
overpowering past into an indistinct future. “After whittling away free- 
dom from both ends, the two found themselves united in the task of 
consecrating the unfreedom of the totalitarian state” (p. 25). 

This surprising coincidence of a fanatic national movement with 
the preceding academic discussions in German universities was not 
fortuitous. The two most typical forms of modern thought sprang from 
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an intellectual despair; the movement through which Hitler came to ti 
power was likewise prompted by despair, and despair took the nation il 
to a point reached by its intellectuals at a much earlier date. When a 
Hitler banished the intellect and superseded it with propaganda, it oO 
had already suffered a self-inflicted defeat. There were many forms of c 
despair and reasons for hopelessness in postwar Germany, but only p 
in 1933 did the despair become passionate and politically productive. v 
Half the nation was swept by a frantic joy. “For one in despair it is b 
a wonderful relief to have struck the desperate blow. After he has done it 
with it, it will be difficult to tell despair from bliss” (p. 32). Freedom fi 
forgotten may also be confused with freedom remembered. There was o 
a vacuum in the German mind where the remnants of Christianity had se 
been. The two principles of western civilization, humanistic culture p 
and Christian faith, were never as solidly interwoven in Germany as a 
in the older civilizations of Europe. Thus the German mind was farthest te 
advanced in the process of de-Christianization, and the Third Reich 
became for many a substitute for religion. E 
Like many a modern mind which has been under the influence of 
historicism as well as existential philosophy, Kuhn once more believes N 
in the necessity of religion for the sake of political freedom. The de- oO; 
struction of theology, he says, undermined the notion of selfhood and 
thus disposed of the basis of freedom. “Christianity teaches that the th 
human soul is directly related to God. Such immediacy is the hall- oO 
mark of the divinity of the soul and the center of our freedom” (p. 253) . oO: 
Totalitarianism, on the other hand, is the denial of the one funda- ti 
mental idea in which the Christian faith and modern political liberty at 
coincide. It is a total negation of freedom and selfhood, and therefore u 
the archenemy of Christian democracy, for which the state is only a 
means to nonpolitical ends. The ultimate norm for Kuhn is the in- ti 
dividual conscience, and the “sacredness of the individual” is at the T 
same time the first principle of the “modern or Christian” idea of the ~ 
state. Democracy translates the Christian insistence on the sanctity of e 
the soul into a system of political freedom and self-government. a 
I believe that Kuhn’s “Message of Hope” is the weakest part of his se 
excellent study. It is true that he “re-translates habits into principles,” is 
but I wonder if these principles are anything more than the very ques- ( 
tionable habit of confusing the Christian “soul” with the emancipated tl 
“individual,” the Christian idea of the state with the modern idea, and ie 
Augustine with Kant. The critical art of making distinctions (p. 261) o! 
should be developed somewhat further and applied to the very notion w 
of freedom and totalitarianism, for “the old straightforward distinc- p 
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tion between democracy and tyranny, freedom and serfdom,” proves 
indeed inadequate. It cannot well be denied that National Socialism 
achieved its success as a popular movement, although the free consent 
of the majority was fabricated by propaganda. But if dictatorship be- 
comes popular, is it then democratic? “This is a cause of great per- 
plexity” (pp. 95 and 156). The perplexity must even increase when 
we remember Kuhn’s own remark (p. 101) that human freedom can 
be grasped only in conjunction with human bondage, for if taken by 
itself freedom is but a vain thing. Christianity, in particular, found 
freedom in bondage, and the City of Man is not allowed to encroach 
on the City of God. The modern conscience, however, is so thoroughly 
secularized that even Kuhn, who remembers Augustine on the title 
page, forgets that the “Rehabilitation of Theology” (p. 255 ff.) requires 
a faith in things invisible which is not to be found in the modern in- 
terpretation of Christianity as freedom and humanity. 
Kari LOwITH 


Hartford Seminary Foundation 


MacIVER, R. M. Social Causation. Boston: Ginn. 1942. 393 pp., bibli- 
ography and index 20 pp. $3.50. 

It is the chief objective of this book to offer “grounds for the claim that 
the phenomena with which the social sciences deal exhibit a special type 
of causal process differentiated in significant respects from the causality 
of external nature” (p. 371). “This mode of causation is not an alterna- 
tive to or substitute for the physical nexus but it introduces a new or 
additional process that supervenes within but does not abrogate the 
universal reign of physical law” (ibid). 

The author starts with an analysis of the different modes of the ques- 
tion “Why?” First the noncausal why is contrasted with the causal why. 
The former comprises the why of inference directed toward logical 
nexus, and the why of obligation directed toward normative nexus. The 
causal why is then divided into four strata: first, the why of invariant 
order directed to physical nexus, which represents universal causality; 
second, the why of organic function directed to biological nexus, which 
is the specific causality of organic being; third, the why of (a) objective, 
(b) motivation, (c) design, directed to psychological nexus; and fourth, 
the why of social conjuncture, directed to social nexus, which is the ob- 
ject of Professor Maclver’s study. This broad classification of problems 
of explanation serves as a guiding principle in the organization of the 
work. Its basic ideas are developed by way of critical analysis of contem- 
porary sociological theories. 
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One of the chief targets of Maclver’s criticism is “facile imputation,” 
based on the untenable assumption that there is one key cause of every 
social phenomenon — for example, the conditions of climate and soil, or 
the mode of economic production, or the factors of heredity determining 
a race. We get rid of this methodological monism, which is bound to lead 
to unceasing controversies among the defenders of different key causes, 
by formulating problems of social imputation more precisely. We have 
to realize that “the search for causes is the search for differences within 
comparable situations” (p. 149) , and that the preliminary requirement 
for causal investigation is to establish the comparability of the situations 
at issue. In conformance with this methodological postulate the author 
offers a broad outline of the basic types of comparison of situations un- 
derlying causal imputation in social science. 

It is frequently the objective of such an imputation to explain the 
change of a situation which has been established for some time, for ex- 
ample the transformation of a previously predominant mode of produc- 
tion into another, the disappearance of a particular class order, the over- 
throw of a political party in power. Professor Maclver speaks here of 
cause as a precipitant, and points out that this term is preferable to the 
term, “disturbance of equilibrium.” The latter, he declares, is likely to 
lead to a minimization of change in favor of the status quo, and to an 
inappropriate introduction of the ceteris paribus clause, as is not infre- 
quently found in economic theory. 

Cause as incentive designates another fundamental type of causal 
attribution. “By incentive we mean any subjective factor regarded as 
initiating and directing a course of action meaningfully associated with 
the subjective factor” (p. 195). We refer to incentives whenever we ex- 
plain human behavior in terms of “drives,” “urges,” “instincts,” “emo- 
tions” or “motives.” The author is equally opposed to radical behavior- 
ism, which would rule out as unscientific all explanations in terms of 
motives, and to intuitionistic doctrines of understanding, which claim 
that we can attain immediate infallible knowledge of the motives of our 
fellowmen. 

A third mode of causal imputation is indicated by the question, “Who 
is the initiator’ of a particular act. The author's discussion of this ques- 
tion includes an analysis of the meaning of “free will” and “responsi- 
bility.” It is duly emphasized that the valuational quality implicit in the 
concept of responsibility cannot be derived from the causal imputation. 
Reference to another order (moral or legal) is required. 

Much as the causal investigations corresponding to the above types of 
causes may differ from one another, they have one pattern in common 
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. which is essential for the nature of causality in general, namely, the 
comparative analysis of two situations differing from each other in that 
one contains the factor to be explained while the other does not. Such 
comparisons not only are at the core of any explanation whatever but 
also are determining factors in the domain of human action. All deliber- 
ate decisions to behave in one way rather than another and, a fortiori, all 
more comprehensive human plans, contain causal attributions in the 
form of hypothetical anticipations of future events. 

Such a “judgment that carries a decision to act” is called “dynamic 
assessment.”” The author emphasizes the pivotal role of dynamic assess- 
ments in social life, and the consequent significance of their thorough 
analysis in social science. The various factors that are causally related 
to a social-psychological phenomenon belong to different orders of real- 
ity. Yet they must somehow operate with or against one another in de- 
termining the phenomenon, and the question arises how this can be 
the case. “The suggested answer is that in the dynamic assessment all the 
factors determining conscious behavior are brought into a single order” 
(p. 298) . Thus the structure of a social conjuncture can be properly de- 
scribed only in terms of interrelated dynamic assessments. 

The methodological views presented are applied to a large number 
of social problems, such as the causes of crime, of the decline of birth 
rates, of maladjustment, of economic changes, of urban migration, of 
war. As a consequence, the book will be found most valuable by sociolo- 
gists who, while engaged in the study of more special problems, are eager 
to understand the broader methodological issues. 

The philosopher who expects to find in it a systematic analysis of the 
relation between physical causation and social causation will probably 
not be quite satisfied. I do not think that the doctrine of emergence 
which appears to underlie Maclver’s differentiation of four strata of the 
causal why is capable of providing a firm basis for that stratification. 
Moreover, his stratification concerns the subject matter of the different 
sciences, in other words, the meaning of propositions belonging to them, 
not their methods in the strict sense, that is, the procedures of verifica- 
tion, invalidation or falsification of these propositions. The latter prob- 
lems, however, are at the core of a methodological analysis of causation. 
There they pertain to the verification, invalidation or falsification of the 
particular type of propositions called “causal laws.” Certain properties 
of the systems of canons that govern these procedures are common to all 
sciences; other properties are common only to more or less comprehen- 


sive groups of sciences. 
One of the chief merits of the book — and no small merit indeed — is 
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its insistence on a precise formulation of causal problems in social 
science, and its refutation of excessive claims made for certain methods. 
Social research would reap much benefit by heeding Professor MaclIver’s 
warnings against oversimplification in the formulation and treatment 


of sociological problems. 
FELIX KAUFMANN 


THOMPSON, JAMES WESTFALL, with the collaboration of Bernard 
J. Holm. A History of Historical Writing. New York: Macmillan. 1942. 
Vol. 1, 645 pp., index go pp.; Vol. 2, 647 pp., index 26 pp. $14. 

Mr. Thompson, one of the greatest mediaeval scholars in the modern 
world, died before this work was published. The two volumes, which 
in many respects replace the limited and biased book by Fueter, indicate 
the tremendous progress that has been achieved in the analysis and de- 
scription of the different stages in the writing of history. 

The first volume, in particular, deserves the highest praise, for its 
scientific elaboration of the motives that stimulated historical reflection 
during the mediaeval period. In painstaking and encyclopaedic research 
Thompson has here investigated the various types of mediaeval histor- 
ians and the various directions of their historical interest. He presents 
the local chronicler, the provincial storyteller, and the pragmatic and 
partisan historian who justified the works of his own faction. They all 
wrote history as a collection of data for wise and moral conduct, but 
gradually they developed a sense for various kinds of causation, natural 
or supernatural. The presentation of Greek historiography is not so per- 
fect as that of the Middle Ages: Thucydides deserves a more careful an- 
alysis and a higher praise for an accomplishment that is still valid and 
outstanding today. Among the Roman historians, Tacitus might have 
been interpreted more effectively if his work and his method had been 
correlated with his experience of despotism; by revealing the conduct 
and the attitudes of men in the face of terrorism and a continuous vio- 
lence of domination, Tacitus projected meaning into annals. 

The second volume is necessarily more loose and less coherent than the 
first, because with the rise of national societies historical writing began 
to spread to many spheres of culture and to take up diverse patterns. Mr. 
Holm is scarcely to be blamed for not being an expert in all these fields, 
but it is regrettable that he has taken over some of Fueter’s misinterpreta- 
tions, such as the misleading presentation of Jacob Burckhardt. On the 
other hand, Holm has admirably clarified the extent to which history 
was used, until the eighteenth century, as illustration of the law of na- 
ture. An important trend of Enlightenment thinking was its interpreta- 





rm 














BOOK REVIEWS 121 


tion of history not as evolution but as a description of the dynamic iden- 
tity of human beings in time and space, and Holm has pointed out, with 
a good deal of evidence, that the English history of institutions is in the 
same tradition. He has described cautiously and with scholarly care the 
differences between the national schools of historiography, though he 
sometimes errs in details, as in his disappointing analysis of Ranke. 

Granted that these two volumes, in spite of possible criticism of de- 
tails, are indispensable reference works for historians and other social 
scientists, it is worth reflecting for a moment on a general problem that 
they suggest. On the one hand, they present an encyclopaedia of infor- 
mation on historical writings. On the other hand, they aim at a scholarly 
description of the development and spread of historical consciousness 
and spirit. It is possible and necessary to have an encyclopaedia of histori- 
ography, but two scholars, even the most outstanding ones, cannot mas- 
ter the details which alone make an encyclopaedia significant and useful. 
And an interpretation of the development of history as a science, taking 
into account the philosophical reflections on history and their repercus- 
sions on the scientific methods of history writing, is not readily com- 
patible with the requirements of an encyclopaedic survey. The present 
authors have failed in so far as they have tried to combine these two 
divergent purposes. In establishing a frame of reference they have been 
largely, although not completely, successful in regard to modern times. 
In probing the development of historiography they have made an out- 
standing contribution to our understanding of the Middle Ages, but 
have not shown the same profundity in regard to later periods. 

ALBERT SALOMON 


MILL, JOHN STUART. The Spirit of the Age. [Introductory Essay by 
F. A. von Hayek.] Chicago: University of Chicago Press. 1942. xxxiii & 
94 pp. $1.50. 

Mill collected his essays in the volumes of Dissertations and Discus- 
sions, but omitted, as unfinished, one that Dr. von Hayek has now redis- 
covered and published with an illuminating introduction. Written at a 
time when Mill, after a long depression, had established his intellectual 
independence by reexamining the doctrines of the utilitarian school 
in which he was brought up, it is a document of self-emancipation. It is 
also, however, a contribution to sociological theory and an illuminating 
document in the history of ideas, with clear indications of the extent to 
which Mill was influenced by Saint-Simon. 

Sociologists will be interested to find in this essay a link between the 
Scottish sociologists’ analyses of consensus, authority and reform and 
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the modern theories by Sorokin and Max Weber. Mill’s analysis of the 
spirit of his age as a stage of transition, in which everything was ques- 
tioned which was taken for granted in the established situation, takes 
up and carries on Adam Smith’s description of the moral elements of the 
social constitution. His description of the decline, in the revolutionary 
situation, of the three sources of moral influence, in particular his analy- 
sis of the transformation of the ruling classes into the owners of privi- 
lege, remains a contribution to the sociology of revolution. An illumi- 
nating example of an eighteenth-century way of thinking is contained 
in his demarcation of positive and negative aspects in the intellectual 
tendencies of the age; in this connection he shows a remarkable inde- 
pendence in his distinction between true convictions and opinions, 
which increase with the increase iz: discussion. Particular interest at- 
taches to Mill’s grim definition of progress as the diffusion of superficial 


knowledge. 
ALBERT SALOMON 


JANOWSKY, O.I., ed. The American Jew — A Composite Portrait. New 
York: Harper. 1943. xiv & 304 pp. $2.50. 

The paucity of historical material on the adjustment of immigrant 
groups to the American scene makes this collection of essays of interest 
to the student of social history. In earlier years the role of the immigrant 
in American life engaged the attention principally of writers in econo- 
mics and sociology. These regarded the immigrant as a “problem,” and 
viewed his effect on the American scene apprehensively. Thus they con- 
sidered immigration from the point of view of interest groups, and often 

yvrote to influence government policy. In their emphasis on the prob- 
lems of ‘““Americanization” they tended to neglect the subtle influences 
of the immigrant heritage on American life. With the stopping of immi- 
gration the “problem” of the immigrant disappeared. Second-genera- 
tion Americans, regarding themselves as fully “Americanized,” declared 
their complete independence of an immigrant past. Historical societies 
tended to glorify the contributions of their particular groups to the cul- 
tural possessions of America, and to proclaim the national origin of 
illustrious countrymen. Such glorification naturally resulted in filio- 
pietistic “histories,” forms of special pleading for a particular group, 
attempting to secure for it a “due place in history,” even at the expense 
of other groups. 

The theme of this volume is neither self-praise nor self-justification. 
When the editor states that “a Jewish thread runs through the entire 
history of America,” and “‘not jewels but Jews were the real financial 





in. 


% me om tic... mic = = Fo ec ae 











BOOK REVIEWS 123 


basis of the first expedition of Columbus” (a phrase from H. B. Adams’ 
reference to the legend of Isabella’s crown jewels), he is undoubtedly 
slipping into filio-pietism. The main purpose, however, is to describe the 
reaction of Jewish institutions to the American environment, and to at- 
tempt an assessment of the results. The contributors speak of an Ameri- 
can-Jewish orthodoxy “in which distinctive American standards of or- 
thodoxy are emerging”; of an American-Jewish community “properly 
related to the American community of which it is a part”; of an Ameri- 
can-Jewish school “integrated with the general education received in 
the American Public School”; and of an emerging American-Jewish lit- 
erature ‘‘which carries with it the surest promise of a rich, full American 
future.” The observer of the economic scene sees no specific Jewish occu- 
pational abnormalities, and the writer on antisemitism regards that 
phenomenon as primarily an economic one, which he thinks will dis- 
appear in a better ordered economic life. If, as can be claimed, the 
writers’ views are colored by overoptimism, their confidence springs 
from faith in democracy and in the promise of American life. Their 
major premise is that Jewish life is “a segment of American civilization 
— an inseparable part or ingredient in the totality we call America,” and 
that “Jewish institutions and the conceptions which render them mean- 
ingful are an integral part of America.” 

This “composite portrait” of the American Jew is plainly that of an 
ideal type, despite the authors’ asserted intention to “describe Jewish 
group life in all its complexity and variety.” The individual, his family, 
his community are submerged beneath an analysis of the normal and 
stable institutional forms. Many facets of Jewish living, as for example 
the Yiddish-speaking groups, have been omitted or given a secondary 
role, as when it is declared that “Yiddish is not the vernacular of Amer- 
ican Jews.” Nevertheless this volume is a genuine attempt to interpret 
Jewish group life in terms of the larger American community of which 
it is a part, and to indicate discernible directions of development. What 
the authors have done and what they hope to convey will make more 
intelligible some of the varied and complex influences that are shaping 


American society. 
ALEXANDER Bropy 


New York City 


NUSSBAUM, ARTHUR. Principles of Private International Law. New 
York: Oxford University Press. 1943. xvi & 288 pp. $3.50. 


Professor Nussbaum’s book is a masterly analysis of that “body of 
rules indicating which territorial systems of law should be chosen for the 
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adjudication of a case having contacts with more than one territory,” 
and commonly known as private international law or conflicts of law. 
There is hardly a branch of law that has suffered more from lack of clear 
thinking. The result, from the viewpoint of both the practitioner and 
the student of law, has been deplorable in the extreme. 

A satisfactory discussion of private international law presupposes ma- 
turity of thought, familiarity with the principal systems of law and skil- 
ful use of the comparative method. Professor Nussbaum has all these 
qualities. He deals primarily with choice-of-law rules and certain pro- 
cedural questions involving foreign elements. This latter body of rules 
he calls “international law of civil procedure,” a somewhat misleading 
term. 

The most striking impression produced by his exposition is the per- 
sistent lack of agreement on fundamentals. How could it be otherwise if 
the application and interpretation of conflict rules depend upon the leg- 
islatures and jurisprudence of some seventy sovereign states? “There 
are,” says Professor Nussbaum, “just as many Private International Laws 
as there are legal systems.” The nineteenth and twentieth centuries have 
witnessed a growing interdependence of states through an ever increasing 
volume of business and other relations across national boundaries. This 
phenomenal rise in the mobility of goods and persons has brought an 
unprecedented number of cases of an international character before the 
national tribunals in the various countries. Such cases cover almost every 
phase of life, from business relations, beginning with simple contracts 
between firms in two different countries, to highly personal affairs such 
as marriage and divorce. But the development of private law has not 
kept pace with the development of these relations. And the result is 
that the uncertainty of law, which has been the subject of much pene- 
trating analysis in recent years, has assumed alarming proportions in the 
realm of private international law. 

As the author points out, “a debt may exist in A, and may not exist in 
B; in A, Mr. X may be considered the only heir of the deceased D; in B, 
however, Mr. Y. may be the only heir; and X and Z may be married in 
A, but not in B, because of divergent appraisal of a divorce judgment or 
other reasons.” These “antinomies” of private international law are 
“inextricably entwined with the political organization of the world”; in 
other words, they are a by-product of the present system of territorial 
sovereign states. But while at present the “homeward trend” of the 
courts must be accepted as a fact, and as a “universal phenomenon,” 
there is, as the author points out, a compensatory “universalist trend in 
the treatment of the Conflict problems.” 
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At the beginning of the century there were several modest attempts to 
define certain rules of private international law by international agree- 
ments, and thus to coordinate the jurisprudence of several countries in 
at least a limited number of fields. These and other efforts did not sur- 
vive the strong “nationalist” movement which emerged before World 
War I, and which continued afterward in an even more aggressive form. 
Is it too much to hope that the attempts now being made to provide some 
universal legal and political framework for the world of tomorrow will 
lead, as well, to efforts to introduce some uniformity in the private law 
of the different countries — efforts more energetic and successful than 
the Hague Conventions on private international law? It would seem that 
we cannot afford to allow the dream of a “cosmopolitan era in Private 
International Law” to remain a dream indefinitely. 

LEo Gross 


Wellesley College 


ELSAS, M. J. Housing Before the War and After. London: P. S. King 
& Staples. 1942. 67 pp., bibliography 2 pp. 5/—. 

Studies of housing in England find a strong interest in this country, 
whose own housing policy owes so much to the British example. And 
today, even more than in former times, those concerned with planning 
and housing are inclined to look to England, who has so courageously 
embarked on schemes for postwar reconstruction. It is true, much of it 
is still only a promise; how much will remain on paper only the future 
can tell. But even at this stage it is important to consider why the public 
attitude toward postwar planning is so different in this country and over 
there. In cities that have suffered so much from bombing and from other 
hardships (overcrowding, increased disease) the conditions for planning 
— for a planning that is not a stage of dreaming but an organized activity 
on the basis of facts and assumptions — are bound to be extremely favor- 
able. But it might be thought that the uncertainties of war would pre- 
vent any detailed and realistic study of future possibilities. Obviously 
they do not. 

The small but weighty booklet under review is a typical product of 
the British attitude toward this question. Written long before the pub- 
lication of the official reports of the Uthwatt and Scott Committees, and 
the White Paper on the building industry, it deserves special attention — 
not only because it is an independent approach to the crucial postwar 
problems of which planning and housing are essential parts; not only 
because the accuracy of many of Mr. Elsas’ central conclusions has sub- 
sequently been corroborated by the expert studies of the Committees; 
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but also because it is clear, realistic and farsighted, and because it suffi- 
ciently reflects the prevailing attitude in some British circles to have ne- 
cessitated a second edition. 

The author starts from the thesis that despite the active building pe- 
riod before the present war, with an annual average of about 330,000 
new dwellings after 1935, actual housing needs were met only in part. 
During the war new construction has ceased. Hence there will certainly 
be a very great shortage of housing, quite apart from the need to replace 
bombed dwelling space. But this book, unlike the official reports, does 
not undertake to specify the requirements in terms of units or by the 
amount of rent. The author secs solid ground only in the figures on 
demographic changes. On the basis of an assumption that the ratio of 
dwellings to adults will remain the same as in 1939 (40 dwellings for 
100 adults) he estimates tha’ «fter five years of war the changes in the 
age composition of the poputation — this factor alone — will increase 
the need for new dwellings to 425,000; in addition there will be the 
housing arrears that were shelved at the outbreak of the war, and the 
needs that will be produced by slum clearance and by abatement of over- 
crowding. 

Elsas expects the bulk of low-rent postwar building to be undertaken 
by local authorities with government aid, and he apparently assumes 
that private enterprise will continue to concentrate upon housing for the 
upper and middle income groups. Otherwise even the various efforts to 
lower building costs would not bring decent housing within reach of 
the working class. In the reviewer’s opinion it is not yet possible, how- 
ever, to know how far these assumptions will prove correct. 

But, whatever the volume of building may be, the question remains 
whether the construction industry will be able to supply the needed shel- 
ter. The author refers to England’s experience after World War I to 
warn of the danger that wartime disruption of the building trades may 
again prevent an immediate beginning of postwar building; the impli- 
cations of this question for “full employment” are obvious. This the 
author feels is one of the crucial problems, and his recommendation — 
the training of apprentices for future needs — has the support of the of- 
ficial reports. It is true that the proportion of skilled labor needed in the 
building trades is smaller today than in former decades; the author refers 
to the studies of Robinson and Bowen as evidence of the fundamental 
change that has taken place in construction technique. But, as he points 
out, the need for skilled labor varies in different regions, and also, it may 
be added, between city and country. A well balanced training program, 
the author maintains, should be complemented by a policy of encourag- 
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ing youths leaving school to enter the building crafts. Can we in this 
country learn from the English in this respect? 

Finally, Elsas refers to the relocation needs after the war, which should 
redistribute population as well as industry. But he favors a more positive 
policy than the purely restrictive attitude of the Barlow report (1940), 
which demands control over industrial establishments within the area 
of London and the home counties. Elsas wishes to use the housing policy 
as a means of steering internal migration in the desired direction. This 
is a courageous approach to a thorny problem, and one that obviously 
requires much more consideration. 

These are only a few of the central questions Elsas deals with. In using 
his sources of reference and in drawing his conclusions he is cautious and 
conscientious, yet he is independent and has a forward drive. Perhaps 
a little more emphasis should be laid upon the fundamental shift in 
English industry to new production, and, in connection therewith, upon 
the future position of British foreign trade — both of them factors that 
have important implications for any long-range rehousing policy. But 
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the immense problems that England will face after the war are clearly 
recognized, and the author has made no attempt to minimize the coming 
tasks. 

Max NURNBERG 


Research Assistant, Graduate Faculty 


BRAUER, THEODORE, and others. Thomistic Principles in a Catho- 
lic School. St. Louis: B. Herder. 1943. x & 311 pp., index 10 pp. $2.50. 
This book contains a collection of essays by members of the faculty of 
the College of St. Thomas in St. Paul, Minnesota. Their basic idea is that 
modern philosophy lacks “fixed and abiding principles and any definite 
convictions about the nature of man, the universe and God.” What is 
lacking in modern philosophy can be found in the Thomistic philoso- 
phy, though not always perfectly — a thesis that has been acclaimed be- 
yond the circle in which it was first held. The writers of the various 
essays therefore present the principles of Thomistic philosophy in their 
bearing upon the various subjects of the curriculum to be integrated by 
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the fundamental philosophy. The president of the College writes on St. 
Thomas in the Curriculum; R. A. Kocourek on St. Thomas on Study; 
Walter LeBeau on Religion and the Research of First Principles; the 
late Theodore Brauer on Thomism and Modern Philosophy, and also 
on The Importance of Teleology and Economic Thought in St. Thomas; 
Franz Mueller on Person and Society According to St. Thomas; Charles 
McCoy on St. Thomas and Political Science; and John Giesen on St. 
Thomas and the Development of Modern Science. 

These essays are of varying quality. Theodore Brauer’s seem to this 
reviewer to be outstanding. Brauer was familiar with modern philoso- 
phy, and his essays are particularly interesting to read because what he 
presents is not a rather boring review of Thomistic philosophy but a con- 
trast of that philosophy with modern thought. Only in his treatment of 
the interest-usury theory could Brauer have done better by giving the 
more recent development. The essay on St. Thomas on Study would 
have been improved if the writer had enlarged it beyond a commentary 
on St. Thomas’ letter to a confrater, with its necessary monastic outlook, 
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and if he had mentioned Newman’s Ideas of a University. Similarly, the 
essay on Religion would have gained by an integration of Newman’s 
ideas. Mueller’s contribution is scholarly, and shows that modern Thom- 
ists have done more than simply repeat in English the thesis and con- 
clusions of St. Thomas; it is to be regretted, however, that Mueller did 
not go still farther into modern problems than he does. The essay on 
St. Thomas and Political Science seems to this reviewer a renewed proof 
that on this subject it is necessary to take into consideration Late 
Scholasticism and the political thought of Catholic philosophers of the 
last century in order to achieve a more rounded representation of 
“Thomistic” principles and political science. The last contribution, 
though interesting, is too short to live up to the implication of its title. 
On the whole the book is an interesting example of how a philosophical 
system can be used as a basis for an organic integration of various disci- 
plines in a college. 
H. A. ROMMEN 


West Hartford, Conn. 
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